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PROFESSIONAL NOTES . 


Budget Prospects 

The financial situation on the eve of Sir John 
Anderson’s first Budget reveals little reason for any 
increase in taxation at all. With a fortnight of the 
financial year still to run, it was already clear that the 
Revenue estimate would be comfortably exceeded. 
On the other hand, for the first time since the war 
began. expenditure in the t few months has 
actually been running at a slightly lower level than 
in the corresponding period twelve months earlier. 
With our war effort apparently already at its peak 
level, in other words, the existing structure of taxation 
is proving fully adequate to maintain the 50 per 
cent. ratio to expenditure which the previous Chan- 
cellor and the country as a whole have accepted as a 
reasonable target. Moreover, it has to be remem- 
bered that on a rising national income the introduction 
of “ pay-as-you-earn”” this month will mean a 
substantial increase in current tax payments. 


Sir Thomas Keens 

A t function took place at the Dorchester 
Hotel on March 1, when Sir Thomas Keens, D.L., 
F.S.A.A., was entertained at luncheon by his partners 
in celebration of the golden jubilee of Messrs. Keens, 
Shay, Keens & Co., Ticorpereact Accountants. A 
short re of the proceedings is on page 139. Sir 
Thomas’s many friends in the profession will join in 
the congratulations and good wishes which he 


received from the distinguished guests who were 
present. Among the “a were The Right Hon. 
Ernest Brown, M.P., Chancellor of the Duchy of 
Lancaster, Admiral ‘os Lionel Halsey, G.C.M.G., 
and the President and Secretary of the Society. 


Rating of Houses Rented as Emergency 
Offices 


The Court of Appeal, in Associated Cinema Pro- 


perties, Lid. v. Metropolitan Borough of Hampstead, 


on March 16 decided a question of lively interest. 
The company had been rated and assessed on certain 
houses in Hampstead, of which they were tenants. 
The company had never used tthe houses for any 

; their sole object in becoming tenants was 
to have accommodation available for offices in the 
event of their present offices being rendered unfit for 
use by enemy action or in the event of their desiring 
to use the houses owing to the exigencies of their 
business. At no material time had there been any 
chattels in the premises. The Divisional Court, 
reversing the decision of the justices, held that the 
company were not in occupation of the premises, and 
therefore not rateable in respect of them. In dis- 
missing the appeal of the local authority, the Court of 
Appeal said that, to constitute occupation under the 
Statute of Elizabeth (43 Eliz., C.2), there must be use 
and enjoyment of the hereditament, and a house was 
not rateable unless it was occupied as a house, that 
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was, unless it was used for one of the purposes for 
which a house might be used. No case could be 
cited in which occupation had been held to be estab- 
lished without proof of some overt act amounting to 
evidence of user. It was never true to say that a 
mete intention to occupy, in hypothetical cases which 
might never come into existence, was equivalent to 
occupation. It should be noted that an important 
fact operating in this case (which distinguished it 
from cases on which the local authority had relied) was 
that no steps had been taken to adapt the houses for 
emergency offices; they were, however, at all 
material times capable of being so used without 
structural alteration. 


Licences to Deal in Securities 
By the middle of July the Prevention of Fraud 
(Investments) Act is to be brought into full operation. 
Unit trusts are to be brought under regulation, while 
control is to be exercised over the general business of 
the sale of securities. In general those who deal in 
securities must hold a Board of Trade licence—April 
15 is the date by which applications must be sub- 
mitted. Exceptions are made in the case of members 
of the London Stock Exchange and members of a 
specified list of ‘‘ recognised ” ies and exchanges, 
and freedom from the licence requirement is also 
allowed to banks, finance houses, municipal corpora- 
tions and authorised unit trust schemes provided 
exemption is obtained. There are principals’ licences 
and representatives’ licences. Usually a principal’s 
licence will only be issued where a deposit of £500 has 
been made. Licensed dealers will be subject to rules 
drafted by the Board, and substantial penalties are 
provided for the distribution of circulars infringing 
Section 12 by any person who is not authorised to 
carry on the business of dealing in securities. 
Bank Loans for Re-settlement | 
It will be recalled that in their annual statements 
several of the bank chairmen foreshadowed a revised 
lending policy, which would pay special regard to 
the requirements of the small man, would look to the 
character as much as to the capital of the borrower, 
and would permit accommodation of a longer-term 
nature than has been usual in the past. The Midland 
Bank has taken the first concrete step towards putting 
these new policies into effect by appointing one of its 
joint general managers, Mr. pr Bar Woods, T.D., 
.L., to devote his full time to the development of 
rehabilitation loans. It is pointed out that the 
re-settlement in civilian life of men discharged from 
the Forces is already calling for such facilities, which 
in a number of cases have actually been granted. 
It remains to be seen whether the remaining members 
of the Big Five will take action on similar lines. 
Although Mr. Colin Campbell recently emphasised 
that the banks have no intention of adopting “ the 
fatal Continental system”’ of industrial ing, 
there have been suggestions that the banks might 
co-operate in the formation of a special subsidiary 
to undertake industrial lending. 


The Officers’ Association 
At the twenty-fourth annual meeting of the Officers’ 
Association on February 2, General Sir Frank Watney 


”* 


said the Army Council had decided, in spite of the 
Association’s protest, to merge the Employment 
Bureau for Retired Officers with the Appointments 
Branch of the Ministry of Labour and National 
Service. It now appeared that the Bureau might be 
reopened at a later date, and meanwhile a special 
section of the Appointments Branch would be staffed 
by retired officers, so that the special problems of 
ex-regular officers would continue to be dealt with 
sympathetically. Expenditure on relief in the year 
to September 30, 1943, was £37,137, an increase of 
£1,344. Educational assistance was greater, and 


. Claims and pensions cases had increased by 33 per 


cent. He felt that the British Legion and The 
Officers’ Association would have a hard task in the 
future, and he hoped that when this war was over 
younger men would come forward and carry on the 
work. 


Loan by Company for Purchase of Shares 

Section 45 of the Companies Act 1929 was suc- 
cessfully advanced as a defence in the case of An 
Engineering Co. Ltd. v. the Executor of Alan Bridge, 
deceased, which came before Mr. Justice Birkett at 
Liverpool Assizes on February 8. The company was 
incorporated in March 1941 with a capital of £600 
in {1 shares. Six persons, who were named as directors 
in the articles, each subscribed for 100 shares, but 
as one of them defaulted in payment, only 500 shares 


’ were allotted. By a minute dated October 29, 1942, 


the company lent to.each of three director-share- 
holders (including the deceased director) a sum of 
money to purchase the shares of the other two 
directors. e transfer price was fixed by the com- 
pany’s accountant at {4 per share, and this exact sum 
was lent by the company, which issued cheques to the 
transferors and debited the transferees in a loan 
account in the ledger. On December 14, 1942, one 
of the remaining directors offered all his shares 
(including those purchased with the money lent by 
the company) to the other two directors, who bought 
them partly for cash and partly by taking over the 
transferor’s share of the loan of October 29, 1942. 

The company now brought an action at common 
law for the recovery of £264, moneys had or received 
by way of loans. The defence was that Alan Bridge, 
deceased, was at all material times a director of the 
company, and that the loans were contrary to the 
provisions of the Companies Act, 1929, and were 
illegal and unenforceable at law by the plaintiff com- 
pany. Cases cited for the defence were Kearley v. 
Thomson (1890, 24 Q.B.D. 742), Lougher v Molyneux 
(1916, 1 K.B. 718), and V.G.M. Holdings Lid. (1942, 
1 Ch. 235). Counsel for the company submitted that 
as the directors were trustees of the company’s 
moneys, they could not successfully plead that their 
actions were ulira vires, and cited Cullerne v. London 
and Suburban General, etc., Building Society (1890, 25 
ny 485), and Land Credit Co of Ireland v. Fermoy 

ord) (1870, 5 Chancery Appeals, 763). Mr. Justice 

irkett gave judgment for the defendant, with costs, 
holding that the company could not recover. Readers 
are advised to peruse the judgment of Lord Greene in 
V.GM. Holdings Lid., which sets out the object of 
Section 465. 
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Formarly the Inerporeted dewmetent? 


The Annual_ Subscription to RRS is 

125. 6d., which includes postage to all parts of the world. 

The price of a single copy is 1s. Od., postage extra. 

All communications to be addressed to the Editor, 

Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2 


RESERVES FOR INCOME 
TAX 


In the series of ‘“‘ Accounting Principles,” issued 
by the Institute of Chartered Accountants, two of 
the recommendations relating to the treatment of 


income tax in accounts may be summarised as 


follows :— 


1. The charge for income tax should be based on 
the profits earned during the period covered by 
the accounts. 


2. Provision should be made for all income tax 
assessable on the basis of profits earned to the 
date of the balance sheet. 


The objects of the recommendations are clearly 
stated: “unless provision be made year by year 
for income tax based on each year’s results, the trend 
of net available profits will not be apparent and cases 
will arise where profits earned in a succeeding period 
will bear a disproportionate charge for taxation— 
indeed they may even be insufficient to meet it.” 

In order to observe these recommendations it will 
be necessary to build up out of profits a provision in 
excess of the legal reserve, varying in amount between 
twelve months’ and twenty-three months’ income tax 
according to the date of the company’s accounts. 


The recommendations are, of course, prefaced by 
a recognition that these matters are within the dis- 
cretion of the directors. Nevertheless, it may be 
expected that those companies which follow the 
Institute’s recommendations will take full credit for 
so doing, and shareholders in other companies may 
well wonder why their directors have not followed 
these counsels. It is, therefore, perhaps surprising 
that there has been comparatively little commentary 
on them. 

In general, of course, there may be no objection 
to the accumulation by a company of excessive pro- 
visions if they are actively used in the business. But 
the implied suggestion, that anything less than the 
recommendation falls short of the best practice, 
requires examination. 

The aim of the additional provision is to contrive 
that each future profit and loss account shall bear 
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its appropriate tax. Once the recommended pro- 
vision is reached, this may be achieved, provided that 
the rate of tax does not vary and the basis of assess- 
ment does not change; but after all, income tax is 
an appropriation of profits, and is it desirable to 
achieve this aim by creating what may well be a mis- 
leading item in the balance sheet ? 

That it may mislead is demonstrated by the fact 
that four companies each with taxable profits of 
£10,000 per annum would require provisions in addi- 
tion to the legal tax reserve varying according to the 
dates of their balance sheets as follows :— 


March 31 £5,000 (12 months’ tax). 
June 30... £8750 (21 ,, ,, ) 
September 30 {7,500 (18 ,,  ,, ) 
December 31 6,250 (15 ,, ,, ) 


Indeed, in future, a general desire to claim conformity 
with the least possible inconvenience as regards tax 
provision may influence the choice of balance sheet 
dates without regard to far more important considera- 
tions. 

There is a strong appeal to the cautious in making 
provision for all income tax liabilities which will accrue 
in the future in respect of profits made to date. It 
must, however, not be forgotten that the need to do 
so implies that the company will continue in existence 
throughout the year(s) of assessment for which 
provision is made, that it will make no profits during 
those years (as otherwise the provision is to that 
extent superfluous), and that it will make no losses 
which would make possible repayment claims. 


The general application of this principle to other 
liabilities would have remarkable results, but objec- 
tion would be rightly made on the ground that charges 
should be made against the revenue of the years in 
which the liabilities accrued. Although it is, of 
course, appreciated that the liability to income tax 
is of a special character, a desire for complete safety 
would lead, to give an extreme example, to a recom- 
mendation for the provision of the whole of the pay- 
ments due under a lease for future annual rent. 


Some guidance to an alternative method can be 
obtained by considering the position in the event of 
the liquidation of the-company at the date of the 
balance sheet. In such a case, adjustments would 
be made, the effect of which would be to ensure that, 
in fact, tax had been paid on all: profits earned by 
the company, the assessment for the last year and, 
if necessary, the previous year being made on the 
actual profits in substitution for the normal statutory 
basis. It is suggested that reasonable prudence 
would be satisfied by charging against profit and loss 
account either the legal reserve or tax at the standard 
rate on the adjusted profits, whichever is the greater. 

There can be no argument about the recommenda- 
tion that in all cases the basis of provision of taxation 
should be stated. 
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Pay As You Earn 


This article is based on a lecture by Mr. W. J. Lofthouse, Inspector of Taxes, delivered before 
the Incorporated Accountants’ London and District Society on March 15, 1944. Its object 
is to discuss briefly the main points in connection with the parts to be played by employer and 
employee, respectively, under the P.A.Y.E. plan, which comes into operation on April 6. 


Essentially, the employee has to do only one thing, 
namely, to fill up and render his annual tax return. To 
assist the scheme to run smoothly, however, he should 
also notify the Tax Office promptly of any change in his 
circumstances affecting the basis of deductions. 


Coding 

It will be readily understood that coding can deal with 
other deductions and adjustments which have to be 
made against pay besides the ordinary personal allow- 
ances. By taking a suitable fraction, life assurance 
relief can be included ; and of course, a substantial thing 
with some employees, allowances for expenses. It can 
also be used, by making deductions from the allowances 
taken into the coding, to correct for excessive reliefs that 
may have been given. In fact, coding is an adaptable 
instrument and within the limits of the pay to be 
received it can be used to deal with a great many adjust- 
ments. Two reliefs are not normally included in the 
coding ; earned income relief and the reduced rate of 
tax so far as it relates to the pay itself. These reliefs, 
being of general application, are assumed in the first 


place to be due in every case and are taken into account 


in all the tax tables. It is only where restriction or 
extension is necessary that they are included in the 


The Employer’s Position 

Under P.A.Y.E. it will be the employer’s business to 
find out pay day by pay day whether there is tax to be 
taken off his employees’ pay and, if there is, how much. 
He has to take the tax out of the pay and keep a record 
of the wages for each man and the tax taken off. He has 
to pay the tax over to the official collector at regular 
periods. He has to see that the total tax deducted is 
right when an employee leaves and that the total tax is 


right for every employee at the end of the collection year. — 
And his work is subject to audit by the Revenue. That 


is only a bare statement of by no means all the things the 
employer has to think about and attend to. It is a 
substantial job and one that will not be free from difficul- 
ties until practice and experience have been gained. 

There may be refunds of tax to be made by the 
employer, but, excluding them, the main part of the 
employer’s job can be put in a sentence. It is the duty 
of the employer to take tax from the pay of his employees 
every pay day according to their cumulative pay and 
code number. 

When is tax to be deducted ? At every pay day after 
April 5, 1944. Are there any exceptions ? y no, 
in practice yes. There is an exception in the case of 
small advances, such as subs, made to weekly wage 
earners. The reason is that if P.A.Y.E. were applied 
it would usually bring out not a tax deduction but a tax 
refund. The tax reliefs, for example, due to a married 
man with two children add up to the equivalent of {5 a 
week or more. If he got a sub of {1 on an interim date 
and P.A.Y.E. was applied, he might want allowance for 
tax on about {5 and instead of getting {1 he might be 
given nearer £3, which would only have to be corrected 
on the next usual pay day. So small advances are 


ignored for P.A.Y.E. at the time they are made. But 
they must of course be included as part of the full week’s 
wages when calculating the tax to be taken off on the 
next pay day. 

The Scope of P.A.Y.E. 

P.A.Y.E. applies to all employees assessable under 
Schedule E. Legally there are virtually no exceptions ; 
in practice there will be some. 

There are exceptions of convenience, for example, 
payments to professional men, such as fees paid to 
auditors of companies, and in some cases directors’ fees 
where it has been the practice to include them in the 
professional profits assessed under Schedule D. Then 
there are exceptions which arise because P.A.Y.E. cannot 
be properly applied. For example, some casual workers 
and some employees of foreign employers. There must 
be an employer who can ascertain how much tax to 
deduct, that is the difficulty with some casual employees ; 
and there must be an employer who can be required to 
account for the tax deducted, that is the trouble with 
certain foreign employers. Not that casuals or employees 
of foreign employers are overlooked ; it is only that the 
P.A.Y.E. method of collection may not be applied to 
them. 

All pay assessable under Schedule E comes under 
P.A.Y.E. But an employer must have a closer descrip- 
tion of pay. To begin with pay means gross pay: pay 
before anything is taken off for superannuation, war 
savings, Trade Uniqn subscriptions or anything of that 
sort ; and gross pay may include expenses allowances that 
are made to employees. If an employee gets an allow- 
ance to meet his expenses, and no questions asked, then 
the allowance is part of his pay and the employee must 
negotiate with the Tax Office about what deduction may 
be due for income tax and the deduction will be taken 
into account in his coding; the employer need not 
trouble about that. But if it is a case of an employee 
presenting his account for expenses and getting them 
reimbursed by his employer then that is not normally 
part of his pay. Or if there is a regular and reasonable 
rate of allowances for expenses which is applied as a 
general rule for specific outlays that would not be part of 
the pay. If an employer goes beyond the reasonable or 
recognised rates, however, then the question whether 
there is some income in the payments will arise. If he is 
in doubt the employer should consult the Tax Office. 

There are a few other special cases of what is gross pay. 
For example, what is the gross pay in cases of tax-free 
remuneration ; cases where the employer has under- 
taken to -bear the whole or part of the employee’s tax 
liability ?_ The point to be remembered is that payment 
of tax by the employer is not strictly a payment of tax 
but really extra pay for the employee. Whatever pay- 
ments the employer makes he will be required to deduct 
tax from them and to account for it to the Revenue. 
It is primarily a matter for the employer to ascertain 
what the gross payment is which will give the amount of 
pay the employee is entitled to, after providing the 

evenue with its tax; but the Tax ce will send 
instructions to the employer showing how gross pay 
should be calculated. d if a mistake is made in the 
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calculation and the employer and efmployee choose to 
ignore it, the Revenue may not be concerned so long as 
the proper tax 1s accounted for on the basis of the agreed 
gross pay. For instance, the employer may have 
COMES San grate PAG: Sanen eee eae ener 
and paid £440 to employee ; if £60 is the correct 
deduction om. the basis of £500, the Revenue won't 
necessarily be concerned if the £500 is incorrect. 

What happens if an employer makes a mistake in the 
tax deductions—particularly if he deducts too little 
tax ? There are two points. First that the employer 
is accountable to the Revenue for the tax he ought to 
deduct according to the official tables ; and second, if a 
mistake is made, it is primarily a matter between the 
employer and the employee. Whatever the mistake is, 
the employer will try to correct it as soon as he discovers 
it. The over-deduction should not cause any trouble ; 
the employer in nearly every case can refund it. But 
it may not be so easy with an under-deduction. The 
Revenue’s view is that the employer should not try to 
put right an under-deduction if he cannot do it in the 
week in which he discovers it; for instance, where 
correction would mean that the employee would get no 
pay at all. In such a case he is requested to report the 
position to the Tax Office and see what they have to say. 

Those are examples of the things which will concern, 
and perhaps perplex, employers. But some of them are 
rather exceptional matters and it is easy to put too much 
emphasis on exceptional cases. For most of the time 
and for most employers P.A.Y.E. should run fairly 
smoothly once the employer has got used to it. Apart 
from the guidance to be obtained from the tax deduction 
cards and the tax tables, the employer gets instruction 
cards which give concise directions on ordinary questions 
and a pamphlet called ‘‘ The Employers’ Guide,”’ which 
gives information on special points. There are many 
different types of employers, from those with one 
employee to those with thousands. The Revenue has 
taken account of the broader divisions of employers and 
of employees by preparing different types of tax deduc- 
tion cards and tax tables. 


; Modified Schemes 

Nevertheless, some large employers say there is not 
enough time between pay week-end and pay day to work 
out the tax in detail if they use the full tax tables; and 
others, who have a lot of mechanised records, say it will 
be inconvenient to use the official tax deduction cards in 
their system. As regards cards, it is not essential that 
the official card should be used and the Revenue agrees 
that the employer may print his own card or form to 
suit his particular circumstances, provided he does not 


ask the Revenue to pay for it, and provided that he 


supplies the Revenue with the same information as he 
would if the official cards were used, that is the gross 
wages and the total tax deducted for each employee 
separately. As for the difficulty of working out the tax 
in the short time between pay week-end and pay day, 
one or two suggestions to make the job easier have been 
put forward on behalf of employers and accepted by the 
Revenue. The principal one, associated with the name 
of Mr. Clayton, is to use simplified tax tables. Under 
Mr. Clayton’s proposal, the simple tables are used to 
work out the tax in the first place and at regular inter- 
vals, usually after every three weeks, the correction 
needed is found by referring to the full tax tables and an 
adjustment is made in the next payment of wages. It 
is a neat scheme and no doubt it makes the work easier 
by spreading it. But as it results in deductions which 
are not quite in accordance with the strict basis of 
P.A.Y.E., the consent of the employees as a whole is 
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For the employer, I think, P.A.Y.E. is mainly a 
question of tion ; for the employee a question of 
understanding. The Tax Offices have been busy explain- 
ing the scheme to employees because the need for that 
was more urgent ; they are now getting on to the task of 
supplying employers with information so that all may be 
in readiness for April 6 next when P.A.Y.E. starts and 
tax bills on wages will begin to disappear. 


Where directors of a small private company are in 
the habit of drawing small sums throughout the year, 
it is thought that tax liability will arise when the money 
is voted to them as fees and credited to their accounts, 
rather than when it is drawn. But amounts drawn in 
the form of advances of pay would be liable to tax. 
If they should prove to have been excessive, the excess 
tax would have to be refunded. 

P.A.Y.E. is applicable even where a director receives 
a fixed annual fee in one payment, but in this case the 
full year’s tax will be deducted when the fee is paid. 

Where fees are received from several companies, the 
allowances will, so far as possible, be set against one or 
more of the sources of income, which will thus be 
“* coded out,” leaving tax to be deducted from the others. 
Each employer will receive either a code number or a 
card marked “N.T.,” meaning that no tax is to be 
deducted. This will apply to directors’ fees or audit 
fees which are included in a Schedule D assessment. 

A director or secretary or other person who acts as 
employer and employee, and pays himself, is under the 
obligation to find out from the tax tables what tax ought 
to be deducted and account for it to the Collector. 


General Law of Income Tax Unchanged 

The assessability or otherwise of emoluments in kind 
is not affected by P.A.Y.E. The Employers’ Guide 
contains a list of items which are not assessable. 

Out-workers should be treated in the same way as 
in the past. If they have been included in previous 
returns as employees, P.A.Y.E. should be applied to 
them. 

The remission of part of the 1943-44 tax has not been 
made from any benevolent motive, but as a necessity 
to start the P.A.Y.E. scheme, as otherwise two lots of 
tax would have had to be paid in the same period. One 
condition of the remission is that there shall be an 
overlap. If a man goes permanently out of work 
before April 5 there is no overlap and so no remission, 
and he is not worse off than if P.A.Y.E. had not been 
introduced. The remission is, however, not affected 
by temporary cessation of earnings through illness, or 
if the rate of earnings falls to below the exemption 
limit of £110. 


E.P.T. PROBLEMS 


Mr. H. Heathcote-Williams, M.A., regrets that an 
error occurred in his article on ‘‘ E.P.T, Problems,” 
published in our January issue. The qualification of 
owning more than 5 per cent. of the capital, which is 
applicable in relation to a limited company, was by an 
oversight applied also to a proprietor in a partnership. 
The statement should have read, ‘‘ A proprietor in a 
partnership business means a partner.” 


4) a 129 | 
required before the method may be adopted. It is 
‘important to note that before going in for variations the 
employer should.consult his tax inspector and see that 
they fulfil P.A.Y.E. requirements and it may be too late 
now to start introducing some of them for this year. 
it 
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Depreciation as a Term of Account 
By F. S. BRAY, Chartered and Incorporated Accountant 
Contributed through the Incorporated Accountants’ Research Committee 


Most English accountants have been trained to 
respect the view that the stability of an enterprise 
is very largely evidenced by a conservative balance 
sheet. It is a point of view not without foundation, 
since experience has shown that such items as deferred 
expenditures carried into a balance sheet as assets 
with no real corresponding store of benefits have been 
a great nuisance in times of economic pressure. 

Nevertheless, in recent years more weight has come 
to be attached to profit statements, so that in the 
latter part of 1939 we find the ‘Committee on 
Accounting Procedure of the American Institute of 
Accountants asserting “‘that conservatism in the 
balance sheet is of dubious value if attained only 
at the expense of a lack of conservatism in the 
income account, which is far more significant.” 
(Research Bulletin No. 2, September, 1939, p. 13). 

With this background it is not surprising that 
enquiry should now be directed to those features of 
a revenue account which influence the statement of 
operational profit and which when properly under- 
stood can be measured with a view to avoiding dis- 
tortion in that statement. One of the most elusive 
of these features is the provision for depreciation. 

Much confusion has been wrought by a failure to 
recognise that depreciation as understood by account- 
ants is a term of description rather than a connotation 
of cause. There is a sharp distinction between the 
accounting sense of depreciation and the popular 
conception of a “ fall in value,” and the Committee 
on Terminology of the American Institute have 
rendered a singular service to accounting technique 
by their recent attempt to bring some precision into 
our understanding of this subject. (Accounting Re- 
search Bulletin No. 20 (Special) November, 1943 ; 
Report of Committee on Terminology : Depreciation. 
Committee on Accounting Procedure, American 
Institute of Accountants.) oe ee 

This committee emphasises at some length the 
confusion which arises when the technical accounting 
term “ depreciation ’’ is related to the widespr 
popular conception of a fall in value, rather than to 
a proportion of a long term cost. 

n their discussion on the common characteristics 
of accounting for depreciation the Committee asserts 
that “. . . A cost or other basic value is allocated 
to accounting periods by a rational and systematic 
method which, however, does not attempt to relate 
the sum allocated to an accounting period, to either 
the occurrences affecting the length of life or the 
changes in value of the property within the period. 
Definitions which imply that “ depreciation for the 
year”’ is a measurement, in monetary 
terms, of the physical deterioration or of the decline 
in value within the year, or, indeed, of anything 
that actually occurs within the period, are unaccept- 
able. The annual charge is an allocation to the year 
of a proportionate part of a total cost or less estimated 


with reference to a longer period.” (Ibid. p. 164.) 


And again, we meet in this report a criticism of 
the notion that “annual depreciation is the loss 
which takes place in a year.” By drawing a distinc- 
tion between a loss and what is tantamount to a cost 
the Committee point out that “this statement is 
not applicable to the term ‘annual depreciation’ 
as used in accounting. In that usage, annual de- 
preciation, or depreciation for the year, is the portion 
of the estimated total depreciation that is allocated 
to the year, and as already noted, this amount has 
no necessary relation to either the occurrences within 
the year or the changes in value during the period.” 
(Ibid. p. 165.) 


Here and there in this report we discern a hint . 


that the term depreciation might be more properly 
confined to instruments of production or distribu- 
tion, and that durable assets held for sale are not 
covered, as they fall within the general rules applicable 
to the valuation of circulating assets. 

All these statements appear convincing in their 
relation to accounting technique, and to culminate 
quite naturally in the following definition, which we 
should ‘all do well to keep before us, English no less 
than American accountants : ; 

“* Depreciation accounting is a system of accounting 
which aims to distribute the cost or other basic value 
of tangible capital assets over the estimated useful 
life of the unit (which may be a group of assets) in 
a systematic and rational manner. It is a process 
of allocation, not of valuation. Depreciation for the 
year is the portion of the total charge under such a 
system that is allocated to the year. Although the 
allocation may properly take into account occurrences 
during the year, it is not intended to be a measure- 
mers the effect of all such occurrences.” (Ibid. 
p- 167). : 

As we read this definition we begin to see more 
and more. the real accounting validity of providing 
for depreciation on the foundation of the straight 
line method. 


THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS 


The Council of the Institute of Municipal Treasurers 
and Accountants have decided to hold a conference in 
London on Thursday and Friday, June 15 and 16, 1944, 
on the occasion of the fifty-ninth annual general meeting 
of the Institute. The conference will take place at 
Guildhall, which has been kindly lent for the purpose by 
the City Corporation. 

In the opinion of the Council, the time has now 
arrived when chairmen of finance committees and chief 
financial officers of local authorities should have a chance 
of meeting for the purpose of considering the financial 

blems which will face local authorities in the 
matiote gots iod. The Right Hon. Sir John 
Anderson, P.C., M.P., Chancellor of the uer, 
and. the Right Hon. Lord Latham, F.L.A.A., J.P., 
Leader of the London County Council, have kindly 
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“Can We Afford It?’” 


By W. J. BACK, Incorporated Accountant 


“ Planning’ is a sli slope ; its beginnings 
are always innocuous. perusal of a little book 
by Mr. R. Hobson leaves us -with the feeling 


that even he is not clear in his mind about the meaning 
and implications of the word. Of course, one must 
“take thought for the morrow” and pre for- 
future needs, but immediately it is pro to plan 
the future there arises the question, who is to take 
thought and what is involved in putting those 
cogitations into practice? The Russian “ Five Year 
Plan ” is taking thought for the morrow, and so are 
the free-trader’s enquiries as See markets 
for his product in Ruritania, as all human plans 
for to-morrow may be upset by any number of thi 

from an earthquake, pestilence or a crop failure in 
a specific country—not to mention a change in 
ladies’ fashions engineered by the skilful publicity 
agent of a competitive house—who is to take the 
risk of preparations for to-morrow? Is it to be a 
department of State, which will certainly play for 
safety because it is liable to a rap over the knuckles 


_in Parliament—Parliament, of course, will always 


have the advantage in its discussions of hind-sight, 
whilst the planner will have exercised foresight— 
or is the planning to be done by a group of all the 
organisations in a particular e under one control, 
which will, of course, at any rate ensure that the 
publicity agent does not get busy until present 
stocks are sold? Is any planning really practicable 
which does not involve some form of control ? 

‘So Mr. Hobson’s thoughts seem to run. He 
condemns the planners, but visualises industry 
becoming self-governed on price and production 

licy through its own associations, whose 
tenbael it will be to regulate “‘ uneconomic com- 
petition ” (whatever that may be). But he at once 
sees that this is not materially different from the 
*‘ corporative state ’’ and that it will lead either to 
another trade war between the national groups or 
to cartels and international associations which will 
give rise to another kind of trouble and will not leave 
room for much freedom of enterprise when the cartel 
has allocated production between the different 
countries and companies in accordance with the 
necessities of the planner’s business. Mr. Hobson 
therefore says that the guiding power must rest 
with the Government and with Parliament, who will 
see that it is exercised in the interests of the com- 
munity as a whole. Presumably, then, the Govern- 
ment will encourage some activities and discourage 
others, and presumably “‘ the Government” means 
(apart from occasional proddings by individual 

liticians in Parliament) a department of the 

a penn withou 

we are reduced to t control, 
cee Poo must mean 

more than “ estimating and preparing for to-morrow.” 
Mr. Hobson hints that a. grading of control may 


® Can We Avrorp It? By Oscar R. Hobson. . S. King 
and Staples, Ltd.,.London. Price 5s. net.). f 


supply the missing link. He remarks that “ 

a green belt’ must imply Government control an 
compulsion. Well, then, what is implied in “ location 
of industry ”’ and “ full employment,” both of which 
seem to be approved? Does it merely mean that 
the Government should declare the advisability of 
the location and leave it to private enterprise to 
carry out, or must the Government also “ assist ” 
a concern. which accepts its recommendation, and 
how far will the assistance carry the argument? 

Even the free-est of free-traders will agree “‘ that 
there is a great field for fruitful central activity 
in a investigation and research, and in 
providing information and guidance to ‘private 
enterprise’ and the ‘free market,’ whilst abjuring | 
actual dictation of policy”; but one wonders how 
on the basis of information and guidance which is 
not dictation “location of industry” and “ full 
employment ” will work out. 

The problem may be just insoluble, and perhaps 
Mr. Hobson will have to make up his mind that 
in such a world as this there is no middle term 
in practice between a form of rigid control, 
which he would abominate, and a system of free 
enterprise which involves risks of another kind. 
Unless, of course, he can find a formula for such a 
change in human character as will exorcise selfishness 
and provide a world in which “ No, 1” has ceased 
to be the dominant interest, so making freedom safe. 

As the reader dips again and again into the book, 
he gradually finds the pattern of the author’s opinions 
and general outlook forming itself in his mind. Mr. 
Hobson has no belief in “ money” as a magical 
force by the dexterous use of which all problems may 
be solved, and all fluctuations ironed out ; he knows 
that credit is a relationship between persons 
(borrowers and lenders) and it, therefore, implies 


confidence, and he realises that confidence is a 
creation of personality and character; money is 


a valuable servant, but no more. 

He is a wholehearted believer in the old-fashioned 
(but sound) doctrine that the basis of bn ows in 
any community is in the enterprise and industry of 
its people, and he is not enamoured of any of the 
modern substitutes for the profit motive as an 
encourager of enterprise. At the same time, he is 
open-minded enough to see that the ideas of 
nationalism have infected the commercial mind, 

‘though often sub-consciously, and its ill brood of 
protectionism, restrictionism, monopolism and the 
rest have still to be completely exorcised in Britain. 

This is not a book to be read through at an extended 
sitting, but one of the class into which one dips 
again and again, and always finds oneself tempted to 


go on reading section after section. It is a as 


commen on wartime economic events 
opinions, consisting of about 70 sections, each of 
which is self-contained and deals tively (some- 


times provocatively) with a i aspect of the 
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Deferred Repairs 


BUN Tee By R. A. FRICKER, Incorporated Accountant 


‘With the continued restrictions on facilities for 
repairs the question of the allowance available in 
respect of deferred repairs and greeny Arca of 
considerable importance, is arising more n 
and — of the allowance, which is ais goa 
tory but concessional, are therefore of interest to 
— itioners. Details of the concession are 

licly announced but in practice it is under- 
ai to be allowed as here described. 


Application to Income Tax, E.P.T. and N.D.C. 


The concession does not extend to income tax 
and the following particulars deal with the question 
as it affects excess profits tax. Although it does 
not appear to be widely known, however, the allow- 
ance is extended to national defence contribution— 


doubtless for the reason that, altho the life of 
this tax, which was originally imposed for five years, 
was extended by Section 36, Fimance Act, 1942, 


i. until such date as Parliament may hereafter deter- 
mine,” it is still regarded as a terminable tax. 


Basis of the Allowance 


For income tax it is a principle that expenditure 
is not allowed until incurred, reserves for future 
expenditure being therefore inadmissible deductions ; 
and excess profits tax is based upon income tax 

ciples. The strict application of this principle 
in the case of a terminable tax like excess profits tax 
would, however, involve hardship, because the mere 
deferment of repairs until labour and material are 
available—as distinct from their avoidance altogether 
—tends artificially to inflate the excess profit that 
is taxable. The principle is nevertheless maintained 
in that ultimately allowance is only to be given in 
respect of repairs actually effected ; but the hardship is 
met by relating such expenditure back to the years in 
which it would normally have been incurred. The basis 
of the allowance is not a reduction of the adjusted 
profit by a notional allowance for repairs but, after 
computing the liability upon the basis of the expendi- 
ture actually made on repairs during the charge- 
able accoun period in question, the holding over 
of that proportion of the amount of the excess profits 
tax attributable to the repairs deferred. This holding 
over is a provisional measure pending the ascertain- 
ment of the amount of the expenditure upon the 
execution of the repairs. 


Effect on Computations 


In computing the excess profits tax liability in the 
normal way the reserve for deferred repairs made 
in the accounts is treated in the same way as any 
other reserve, that is to say it is included in capital 
employed and not treated as a creditor. Having so 
determined the normal liability, the amount of excess 
profits tax ap a ee to the repairs deferred is 
ascertained and collection thereof will be held over. 
In arriving at the amount to be held over no deduction 
is made representing the notional effect upon the 
capital variation adjustment or, in other words, the 
profits are not deemed to.be reduced by the amount 


of the deferred repairs and consequently there is no 
decrease in the average amount of the capital em- 
yed.. In ing the relevant income tax 
iability there is then deducted only the net amount 
of excess profits tax actually payable. It has been 
suggested that the gross amount of excess profits 
-tax should be so deducted, but to admit this would 
apparently be equivalent to extending the concession 
to income tax. This the authorities have so far 
declined to do, although it is understood that in at 
least one other country the allowance is made for 
income tax purposes. 

Having so determined the amounts of excess profits 
tax and income tax actually payable, the excess 
profits tax computations for subsequent periods 
proceed upon the basis that the amounts deductible 
in the computation of average capital employed in 
respect of excess profits tax and income tax are the 
amounts so found to be payable, i.e., in the case of 
excess profits tax the “ net ’’ amount ‘and in the case 
of income tax the amount as increased through the 
reduction in the charge for excess profits tax. As the 
amounts required to be so taken into account are 


’ the “ debts ”’ for those taxes, these deductions are 


provisional pending determination of the amounts 
of such debts, which can only be ascertained when the 
cost of the repairs ultimately effected is known. 

When repairs have been eventually effected and 
their cost ascertained, adjustments in respect of the 
agg in which they were deferred will be necessary. 

e adjusted profits will be amended by reference 
to the ascertained cost of the repairs and the amounts 
of the average capital employed by reference to the 
liabilities to excess profits tax, national defence 
contribution and income tax as finally determined. 
There will, however, be no adjustment of the average 
capital employed in respect of the repairs, which are 
regarded as reducing capital employed only as and 
when they are actually incurred. 


Amount of Eligible Repairs 


As regards the amount of deferred repairs admissible 
it is understood that there is no rigid basis, and that 
in some cases a statement of repairs necessary but 
deferred, with particulars and estimates of cost, and 
in others an estimate based upon a pre-war standard 
will be accepted. It is conceivable that in certain 
cases these might prove to be alternative methods, 
but it should be borne in mind that the greater the 
amount of excess profits tax deferred the greater will 
be the liability if ultimately the repairs in question 
should not be executed. The pre-war standard basis 
is elastic and no inflexible rule is laid down, it being 
recognised, for example, that the same years or num- 
ber of years would not be universally appropriate. 
As a guide, however, it is thought that an 
average of the expenditure on repairs in the three 
last pre-war accounting periods would generally be 
found suitable. In the case of a statement of repairs 
the claim would naturally be strengthened by the 
submission of the technical evidence of such experts 
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as engineers, architects, and surveyors. In one case, 
for instance, an Inspector of Taxes objetted that 
following damage by enemy action the deferred — 
in respect of the premises which would be the subject 


of a war damage claim were not eligible ; but when 
he was advi of the views of the architect, who 
confirmed that the amount claimed was reasonable 


on the basis of excluding war damage repairs, the 


Effect of Increased Prices ; 

The authorities do not overlook that the effect of 
price increases may be important, and where the 
pre-war standard basis is adopted allowance may be 
made for them. With successive price increases this 
implies that the standard may vary from one period 
to another. The allowance would also vary, as 
presumably the standard would be deemed to include 
any repairs actually effected in a particular chargeable 
accounting period and the expenditure thereon would 
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require to be deducted from the standard in deter- 
amg the allowance for that period. Where prices 
for different classes of repairs have not risen equally 
it would be advisable to analyse the standard so as 
tq allow for any material variation between the differ- 
ent classes. 


Reserves in the Accounts 
Following the Chancellor’s announcement of the 
concession in 1940, it was made a condition of the 
allowance that there should be a reserve in the 
accounts i y for deferred repairs. Although 
not — announced by the Chancellor, there has 
very recently been an important modification of this 
requirement, and the official view now is that while 
a reserve is desirable as supporting a claim, the 
allowance will not be refused solely on the ground 
that no such reserve has been made. It will be 
appreciated that this modification may well be of 

considerable assistance in certain cases. 


The Income Tax (Offices and Employments) Act 


The Income Tax (Offices and Employments) Act 
now being on the Statute Book, its provisions can now 
be considered in broader detail than was advisable in 
_ our last issue. The new system not only affects the 

method of collection of the tax, but does away with 
the old basis of assessment, so that tax is assessable on 
the actual pay of the year, and is collected on the 
earnings when these are paid to the employee, i.e., in 
advance of formal assessment. With rising pay, the 
result of bringing tax into step with earnings is to increase 
the tax payable. 

On the other hand, yers whose pay has been 
reduced have hitherto been hit by the preceding year’s 
basis of assessment (unless the fall has been such as to 


give rise to a “ diminution of earned income” claim), . 


and they will benefit from the change in basis of assess- 
ment. 

That most taxpayers have been favoured by the basis 
of assessment must not obscure the fact that, for the 
first time, they will now be paying tax on their actual 
earnings, and in the most convenient way, as they are 
paid to them. 

We have already our views on the various 
aspects of the scheme, and now that it is law we endorse 
the appeal made by the Financial Secretary to the 
Treasury to all taxpayers, whether employers or 
employees, to do their best to make the difficult task 
of the change-over from one system of taxation to 
another as easy as possible. 

The Bill was passed without any material change 
except that a measure of relief in respect of arrears 
of tax for 1942-43 and earlier years was extended to 
railway servants similar to that given to Crown 
employees. The relief applies to tax on earnings 
accruing prior to entry into railway service. There is, 
therefore, no need to restate the provisions which were 
summarised in the March issue. 

The following points from the debates are of interest :— 

Penal provision to prevent avoidance for 1943-44. 
“The provision . . . will be administered. in a liberal 


spirit and there will be no attempt on the part of the 
Inland Revenue authorities to bring under it changes 


of remuneration which are part of ordinary employment. 
But it will give them power . . . to check any attempt 
at collusive evasion and . . . a person who is hit by 
the clause will have no legitimate ground of complaint, 
as he will merely be charged on what he has in fact 
received ’’ (Chancellor, February 10). 

Temporary Crown servants. “I think the practice 
was, if payment in full was not tendered (i.¢., of tax in 
respect of employment before entering the Civil Service), 
to arrange for payment of the overhanging obligation 
by instalments so adjusted as not to increase the deduc- 
tions on account of current earnings by more than 
one-third” (Chancellor, February 10). 

“TI will see to it that arrangements are made which 
will have the effect that temporary Crown servants of 
all kinds, Civil Servants and members of the Armed 
Forces . . . where there has been an overlapping tax 
payment and where the tax holiday to which they 
were entitled to look forward (on leaving Crown employ- 
ment) has been withdrawn from them as a consequence 
of this legislation, shall receive a cash payment sufficient 
to relieve them of their disability ’’ (Chancellor, 
February 17). This will presumably be dealt with in the 
next Finance Bill and take the form of a post-war credit. 

Crown Servants. ‘‘ Discharge of tax is not put forward 
as something desirable in itself, or even justifiable in 
itself; we have provided for the discharge of tax 
because of the impracticability of adopting a system 
universally which involved, over a considerable period 
of months, a double liability to the payment of tax at 
the existing very high rates; and the discharge. . . 
relates in general to a remote period and, therefore, 
cannot be looked upon as involving any considerable 
sacrifice to the State.’ (Chancellor, February 10.) 

Armed Forces. ‘‘ Officers are, in fact, in Rule 11 as 
well as in Rule 6 (of the Rules of Schedule E).” 
(Chancellor, February 17.) 

“What this clause (Section 6) does .. . is to dis- 
charge the outstanding liability ” in respect of tax on 
earnings prior to joining the Forces. (Chancellor, 
February 17.) 
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P.A.Y.E. ‘ciedinel 

‘The Revenue have now issued two booklets, the one 
an Employers’ Guide, which is issued automatically 
to every employer who has to deduct tax under the 
pay-as-you-earn provisions, and the other, entitled 

Pay As You Earn,” a guide intended for the weekly 
wage-earner, which is on sale at 3d. net. The former 
booklet deals with the employer’s angle, the latter 
explains in simple language what the new 
means and how it will work. It includes details of 
the allowances, the coding system, procedure on change 
of employment, unemployment, sickness, etc., how 
holiday pay is dealt with, the adjustments for 1943-44, 
how arrears will be adjusted, etc. It also includes 
specimen tax deduction cards, and extracts from tax 
tables, on the use of which explanatory information is 


contained in the text. The cautious wording of the 


second paragraph is interesting (the italics are ours) : 
“ Under ‘ pay as you earn’ iyo are always up to date 
with your tax payments. If you stop work there will 
be no large tax bill still to pay. If you die, your wife 
and 2 ops eemalay Abas yg sang lbicten Be answe 
demand to pay on the wages you earned before you 
died.” It appears that the Revenue realise that the 
new system will not obviate arrears, and they leave the 
door open for their collection where substantial. We 
doubt, however, the practicability of collection of 
arrears from the dependents of a deceased weekly wage- 
earner in many cases. 

One point requires emphasis, viz., that where, after 
a wage-earner has left his employment, he is entitled 
to further pay, which does not reach him until some 
time after he has left, the tax on such additional pay 
must be deducted by the old employer according to 
the tax tables for week one. 

It is made clear that the simplified card and tax 
table must not be used by ordinary industrial employers ; 
it is intended for wage-earners such as domestic servants. 
Any repayments due under the simplified card system 
will be made by the Tax Office; the employer is not 
allowed to make adjustments. 


P.A.Y.E. and ‘‘ One-Man "’ Companies 

Mudh discussion continues on the application of 
P.A.Y.E. to one-man companies. It is customary for 
the proprietor of the shares to draw throughout the 
year, although he cannot determine how much is 
directors’ fees and how much loan until his accounts 


Sched. D, 
1943-44 assessment ....... oe £300 
Less E.1.R. dan evs eee 

P.A. . tee eee eee 140 
Ch.A. ove dno eee 100 
D.R. .. ge ee ass 30 

— 300 

Nil 
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Taxation Notes 


£139 at 6s. 6d.={45 3 6. 


 -7/12ths £26 7 0 


are available. Doubt exists as to whether tax is 
deductible from these drawings. If they are actually 
voted as fees, no difficulty exists, but there are two 
schools of thought on the other case. One sa a that 


not deductible till the resolution is passed, oe the 
employer (the company) is liable for the tax. The 
other school of thought regards the drawings as liable 
to tax deduction. This will have to be cleared up 
soon, as it affects thousands of 


account is a “ payment,” oy. where the fees 
may later have to be waived 


_ Discharge of 1943-44 Income Tax 


There appears to be a misconception in some quarters 
regarding the calculation of the discharge of tax under 
Schedule E as a result of the P.A.Y.E. legislation. No 
doubt this arises from a failure to appreciate the terms 
of the Second Schedule to the Income Tax (Employ- 
ments) Act, 1943. This provides for the computation 
of the discharge of tax on the following lines :— 

(a) Allocate allowances, first, against earned income 

assessable under other schedules ; 

(b) Allocate any balance of allowances next against 
Schedule E income, other than that from sources 
assessable half-yearly (manual weekly wages) ; 

(c) If a balance of allowances still remains, deduct 
from weekly wage assessments. 

This arises from paragraph of) (c), which requires 
allowances to be set against all earned income in the 
manner most advantageous to the taxpayer. It will 
be seen that the maximum discharge of tax is thus 
secured. Earned income relief, of course, is given 
against the appropriate assessment and cannot be 
allocated to any other. Similarly, wife’s earned income 
relief must be given against her assessment. 

Example: A taxpayer, in addition to property and 
investments, has income from the following sources :— 

Director of company. Fees, 1942-43, £160. 
Business profits for year to December 31, 1942, £300. 
Wife’s earnings as machine operator in factory, 
half-year to October 5, 1943, 460; half-year to 
April 5, 1944, £70. 
Allowances are made for two children and a dependant 
relative (income /45). 
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Free-of-tax Payments 


In cases where the provisions of Sections 25, 26 and . 


27, Fimance Act, 1941, do not apply, and the provision 
in an agreement includes sur-tax, a variation has 
usually been forced on the parties owing to the 
astronomical figures involved. In the rare event where 
the payment is to be ‘‘ such amount as after deducting 
income tax and sur-tax thereon will leave {x,” and 
the net sum exceeds {£3,681 5s. Od., the gross is found 
by the formula : £20,000+40 («—£3, 681 5s.0d.). Thus 
£5,000 net is Eovgrent to SOR aee ere 318 15s. 0d., 
or £72,750. 


Gross amount - £72,750 0 0 
Income Tax at i0s... {£36,375 0 0 
Sur-tax on £20,000. . 6,318 15 0 
a £52,750 
9s. 6d. ad 25,056 5 0 
67,750 0 0 
Net amount .. vat * £5,000 0 0 


A net of £10,000 becomes £272,750; of £20,000 
£672,750. The more usual agreements give less fantastic 
figures, but are still often unmanageable. It is hoped 
that “‘ free-of-tax ’’ payments will soon become almost 
unknown. 


Employers and P.A.Y.E. 

It cannot be over-emphasised that every employer 
is liable to the Crown for all tax which he oughi to have 
deducted from an employee’s pay, and if he has not 
deducted it, that is no excuse. This may assume con- 
siderable importance where employees leave suddenly, 
and it will be wise not to make the final payment of 
wages until the tax position has been investigated. 
Other problems may arise as a result, but we are here 
concerned only with the tax side of the position. 


P.A.Y.E. Regulations 


The Regulations made by the Commissioners of 
Inland Revenue under the Income Tax (Employments) 
Act, 1943, as extended by the Income Tax (Offices and 
Employments) Act, 1944, have now been issued under 
the title of ‘‘ The Income Tax (Employments) Regula- 
tions, 1944” (S.R. & O. 1944 No. 251). The following 
points are worthy of note :— 


(1) A new term is introduced, viz., “income tax 
month,” meaning the period from the 6th of one 
calendar month to the 5th of the next (inclusive). 


(2) Where an employee works under the general 
control and management of an intermediate employer, 
the principal employer is responsible as the employer, 
and must notify the immediate employer of the tax 
deductions he must make. 

(3) The appointment by Inspectors of Taxes of 
Income Tax (Employments) Officers is authorised. 

(4) The method of setting allowances against other 
sources of income, which is adopted in the coding 
notices, is regularised. 


(5) In coding, the Inspector may disregard part or 
all of any expenses in respect of which the employee 
is entitled to relief if it is impracticable to take them 
into account, and must then notify the employer to 
disregard an equivalent amount of the employee’s 
emoluments in calculating tax deductible. 


(6) The Inspector is authorised to determine in 
appropriate cases that tax is to be deducted at the 
standard rate or that no tax is to be deducted. 


(7) If emoluments are paid at regular intervals othe: 
than of.a week or a month, tax is to be computed as if 
the payments took place at those intervals from the 

of the income tax year, e.g., if an employee 
is paid quarterly on April 30, July ‘31, etc., tax is 
deductible as if the payments were due on June 30, 
September 30 and soon. 


(8) The modified method of deduction, with correction 
every fourth week, is regularised. 


(9) Where emoluments are paid tax free, the tax 
must be calculated by reference to the appropriate 
gross emoluments. 


(10) The employer must pay to the collector all tax 
deducted in each income tax month within fourteen 
days after its end. In the case of fixed pay, where 
the simplified tax tables apply, the employer must pay 
the tax quarterly. 


(11) Priority in bankruptcy, etc., is given for tax due 


_ from an employer for the period of twelve months to 


the date of the receiving order, or death of a deceased 
insolvent, commencement of liquidation of company, 
appointment of receiver, etc. 


(12) All wages sheets, tax deduction cards, and other 
records relating to the calculation or payment of 
emoluments of employees or deduction of tax therefrom 
must be produced, at the employer’s premises, when 
called for by any authorised officer. 


(13) Personal representatives of a deceased employer 
are liable for anything he would have been liable to 
do if alive. 


(14) A successor to a business is liable as if there had 
been no change in employer, except that he is not liable 
for tax deducted by his predecessor. . 


(15) Special provisions apply to seamen. 


(16) Assessments will be made by the Inspector of 
Taxes, who for that purpose will have all the powers 
of any Commissioner. 


(17) The Inspector may require an employer to make 
a return of any emoluments paid for any year after 
the end of that year. 


(18) The Inspector may, and if the employee so 
requires shall, repay any tax shown by the assessment 
to have been overpaid. Otherwise, the amount will 
be taken into a future code. 

Likewise, the Inspector may demand any amount 
underpaid instead of coding it on to a future year. 

(19) In the cases of casual employment and any 
other class in which the Commissioners of Inland 
Revenue are of opinion that deduction by reference to 
the tax tables is impracticable, they may make special 
arrangements for the collection of the tax. In these 
cases, the Inspector is to make an assessment based 
on the previous year’s emoluments (or if these are not 
available, on an estimate). If the employee appeals, 
only the tax not in dispute will be collectible till the 
appeal is determined. The tax will be payable by the 
employee by four quarterly instalments, on July 5 
onwards. 


If in the first quarter, the actual emoluments are 
less than one-quarter of the assessment, and the tax 
paid under the assessment therefore exceeds the tax 
which would have been payable on an assessment 
equal to four times those emoluments, the tax payable 
during the next quarter is to be reduced by the excess. 
Analogous relief is to be given for subsequent quarters, 
and a final adjustment made at the end of the year. 
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Recent Tax Cases | 


Sur-tas—Undistributed income of company—Settlement— 
Dividends paid to trading company and credited to settlor’s 
personal account—No proper trust account kept by settlor 
as trustee—Whether settlor “ able to secure” that income 
will be applied for his benefit—What limit of meaning to 
be attached to ‘‘ whether he has any rights at law or in 
equity "—Whether settlor a person with no relevant interest 
—Finance Act, 1922, Section 21; Finance Act, 1939, 
Section 15. 

The case of C.J.R. v. L.B. (Holdings), Lid. (C.A., 
February 1, 1944, T.R. 9), was noted in our issue of 
February, 1943. In the Court of Appeal, the decision 
of Wrottesley, J., in favour of the Revenue was reversed 
by a majority as regards the major issue and affirmed 
upon the point as to relevant interest. Both parties 
were given leave to appeal to the Lords. 

Considerations of space preclude adequate treatment 
of extremely technical arguments. It may, however, 
be stated that the basic question would seem to be what 


limits, if any, there are to the extremely drastic powers 
conferred upon the Spe Commissioners by Section 15 
of Finance Act, 1 


Sur-tax—Investment company—Undistributed income— 
Received by trustees of settlement—W hether settlement 
and associated operations were an ‘‘ arrangement’ within 
Finance Act, 1938, Section 41 (4) (6)—Whether settlement 
income attributable to settilor—Whether apportionment of 
company’s income to settlor valid—Finance Act, 1938, 
Sections 38, 41 (4) (6)—Finance Act, 1939, Section 15. 

C. F. Clark and the Langrange Trust & Investment 
Co., Lid. v. C.I.R. (C.A., February 1, 1944, T.R. 21) was 
noted in our issue of March, 1943. The double case 
was considered by the Court of Appeal, together with 
that of C.J.R. v. L.B. (Holdings), Lid. So far as the 
appellant Clark was concerned, it was conceded that 
he succeeded by virtue of the House of Lords’ decision 
in Chamberlain v. C.I.R., noted in our issue of August, 
1943. The company’s case was held to be governed by 
the L.B. (Holdings), Lid., case; and, as a consequence, 
the decision of Wrottesley, J., in favour of the Crown 
was reversed by a majority. Leave was given to appeal 
to the Lords. 


Sur-Tax—Settlement—In 1926, all shaves in a company 
acquived by appellant—In 1927, issue of 100 preference 
shares of £1 to appellant at premium of {99 per share— 
Holders of preference shares entitled to nine-tenths of profits 
and nine-tenths surplus on winding up—In 1940, all save 
10 out of 6,000 ordinary shares and all preference shares 
twansferved to appellant's wife—In same year, deed executed 
whereby income from wife’s shares was to be paid to 
appellant who by same deed covenanted to pay said income 
to his daughter for benefit of her two infant children— 
Whether settlements caught by F.A., 1938, Section 38 (1). 

In MacAndrew v. C.I.R. (K.B.D., November 2, 1943, 
T.R. 377) the Special Commissioners had decided that 
the income from the shares registered in name of appel- 
lant’s wife was his income ; and Macnaghten, J., saying 
it was indisputable that the wife could wind up the com- 
pany and so put appellant’s covenant to an end, agreed. 


Excess Profits Tax—Capital computation—Revenue in- 
vestigation 1932-5 into company’s affairs—Claim in 
respect of unpaid Excess Profits Duty—Under Section 38, 
F.A., 1926, claim only maintainable if fraud or wilful 


default established—T otal claim £14,450. Offer of £10,000 


By W. B. COWCHER, .0.B.E., B.Litt., Barrister-at-Law 


in settlement without prejudice accepted by Revenue Sept- 
ember 22, 1937—-Standard period 1935 and 1937—W. 

fovea by a proce of the business at January 1, 1935, as con- 

my or at September 22, i937, as contended 

ping see a = inance Noe 2) Act, 1939, Seventh Schedule, 

art II, para. 2. 

C.I.R. v. W. G. Bagnall, Lid. (K.B.D., November 2, 
1943, T.R. 379) was a case where, as the result of enquiry 
concluded in 1935, it had been shown that £14,450 had 
been underpaid in respect of excess profits duty, income 
tax, etc. The only tax recoverable, apparently, was in 
respect of excess profits duty, and that only if fraud or 
wilful default were established. The Special Com- 
missioners had found that the £10,000 accepted in 1937 
was a “ debt”’ in 1935; but Macnaghten, J., reversed 
their decision. For the purposes of the case, counsel for 
the respondent admitted ‘‘ fraud\or wilful default,” but, 
as the offer ya aoe ge been accepted, in the words 
of the judge, he “could make the admission as safely 
as the prisoner, who has been acquitted, can then inform 
the jury that he, in fact, had committed the crime.” 


Excess Profits Tax—Tvrade or Business—Marine engineer 
—Service agreement with shipbuilding company to obtain 

ivies and orders for ships, marine machinery and 
other work—Also agreement by which he was appointed 
district representative of engineering company—Employee 
having own office and secretary—Shipbuilding company 
alone contributing to expenses—Whether carrying on tvade 
or business—Finance (No. 2) Act, 1939, Section 12. 

In C.I.R. v. Turnbull (K.B.D., November 4, 1943, T.R. 
387), the City of London Commissioners had found that 
the respondent was not carrying on a trade or business 
and Macnaghten, J., held there was evidence to justify 
the finding. The facts in the case are to be contrasted 
with those in Marsh v. C.I.R. (1943, T.R. 13), noted in 
our issue of March, 1943. There the Special Com- 
missioners had found against the appellant. 


Sur-tax—Undistributed income of company—Validity of 
divection—Whether substantial compliance with require- 
ments of Section 18 of Finance Act, 1928, sufficient to 
invoke tt or whether notice required—Statement by Special 
Commissioners that no further action to be taken—Direction 
for same period about a year later—-Whether direction 
invalid on: this ground—Apportionment—Interest in 
profits and income—Public company entitled to dividends 
declaved—Three persons entitled to accumulated income 
on winding up—Income nearly all wundistributed— 
Whether apportionment to the three persons valid— 
Finance Act, 1922, Section 21, First Schedule ; Finance 
Act, 1927, Section 31; Finance Act, 1928, Section 18 ; 
Finance Act, 1936, Section 20 (1) ; Finance Act, 1937, 
Section 14 (3). 

The elaborate sur-tax .evasion scheme in C.J.R. v. 
F.P.H. Finance Trust, Ltd. (C.A., November 30, 1943, 
T.R. 391), was briefly set out in our issue of February, 
1943. Ina protracted hearing before an unsympathetic 
Court of Appeal the judgment of Wrottesley, J., in favour 
of the Revenue was unanimously affirmed. The 

of assessment was 1935-6, and leave to appeal 
to the Lords was given, apparently because by Finance 
Act, 1937, Section 14 (3), power had been taken with 
regard to investment companies—this was a dealing 
company—to make apportionments of the kind here held 
to be valid under the previous law. 
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Schedule D—Company intending to manufacture mag 


nestum by electrical process requiring Slot —epes- ; 


tions to manufacture chlorine with caustic soda as by- 
product—Two agreements with second company on same 
done first agreement to purchase from latter chlorine 

at £10 per ton—By second to manufacture 
neither chlorine nor caustic soda but to receive from second 
company {6 T5s. for each ton of caustic soda which would 
have been produced if it had made its own chlorine— 
Whether payments under second agreement trade receipts. 

Thompson v, Magnesium Elektron, Lid. (C.A., 
December 17, 1943, T.R. 411), was noted in our issue 
of May, 1943. In the Court of Appeal the decision of 
Macnaghten, J., in favour of the Revenue was 
unanimously affirmed. He had held that the payments 
under the second agreement were in the nature of 
rebates from the price fixed by the first agreement. 
Leave to appeal further was refused. 


Income tax—Excess rent—Hotel asnsteed under Schedule 
4 £2,350 gross, £1,955 mnet—Premises vequisitioned— 

paid {7,600 per annum—Whether tenancy 
pee 2 by Caedenttion (Defence) Act, 1939, and com- 
pensation a true rent—Income Tax Act, 1918, Schedule A, 
No. VIIT, Rule 1—Schedule D, Case VI—Emergency 
Powers (Defence) Act, 1939, Section 1 (2) (b)}—-Compensa- 
tion (Defence) Act, 1939, Sections 1, 2 (1) (a), 2 (2)— 
Finance Act, 1940, Sections 13, 15. 

The case of Mellows v. Buxton Palace Hotel, Ltd. 
(C.A., November 30, 1943, T.R. 391), was noted in 
our issue of May, 1943. In the Court of Appeal the 
judgment of Macnaghten, J., for the Revenue was 
unanimously affirmed, although Du Parcq, L.J., said 
he felt “a little difficulty.”” Leave to appeal to the 


Lords was asked for but refused. 


Income tax—Tax-free provision—Prior to September 3, 
1939—Divorce—Maintenance agreement—Assignments to 
wife by divorced husband of income from e settle- 
ment otherwise payable to him—Covenant to pay additional 
amount so as to leave wife £1,200 after deduction of tax— 
Trust income £350 net—Whether restriction applicable to 
£1,200 or {850—F.A., 1941, Sections 25, 27. 


In H v. Ainsworth (Court of Session, Outer 
House, July 17, 1942, Inner House, November 25, 1942, 
T.R. be my 317), the appellant claimed first that 

Section 25 did not apply at all, or that if it did it was 
restricted to £850. In the Outer House, Lord Keith 
held that whilst the ent was caught by the 
Section, the restriction applied only to £850, which was 
the “‘ stated amount.”” This was reversed in the Inner 
House by a majority of three to one, it being held that 
the restriction applied to the whole £1,200. (The claim 
that the Section did not apply was abandoned). The 
substance of the decisions of the majority would seem to 
be that the whole of the “ provision "’ of the £1,200 had 
been made by the husband (see Section 27 (1) (a) and 
that the trust income assigned by him formed part of 
the “ stated amount ”’ for the purposes of the Section. 


Income tax—Trust fund created by will—Widow of 
testator to receive {500 per annum after deduction of tax— 
Trustees to resort to capital if necessary—W hether difference 
between net trust income and sti sum a “ stated 
amount ""—F.A., 1941, Sections 25, 27. 


In Re Bird (Ch. Div., November 24, 1943, T.R. 
(1944) 1), was-a case very similar in principle to that 


' in the 1923 age class who have 


which was at the same time before the Court of Session 
in Hobnpatrick v. Ainsworth, noted in this issue. The 
decision of Uthwatt, J., that the restriction imposed 
by. Section 25 to the whole of the provision 
eee See ee 


Schedule D, Case I—Statutory water board—Supply of 
water within limited area—Statutory right to water 
in bulk to water undertakings in part of area—Statutory 
right to sell water direct to consumers in remainder of area 
subject to maximum charges—Power given to estimate 


deficiencies of revenue and to issue precepts for by cen 
to two local authorities—Local authorities to levy 9 


to meet precepts—Respondent water board obliged to ake 
water in bulk from another water board which also given 
right to issue precepts to meet estimated deficiencies— 
Payments by respondent water board in compliance with 
such precepts—Whether sums received by respondent water 
board under its own precepts were trade receipts—Whether 
amounts paid by respondent water board on precepts from 
second water board were trade expenses of respondent 
water board. | 

In Ostine v. Pontypridd and Rhondda Joint Water 
Board (K.B.D., December 20, 1943, T.R. 415) the 
respondent during the year ended March 31, 1939, had 
received £9,930 from precepts issued to cover deficiencies 
caused by maximum charges to consumers being inade- 
quate. Upon the other hand, it had had to pay to another 
water board {964 upon em issued to it in very 
similar circumstances. Crown’s contentions were 
that the receipts from respondent’s own precepts were 
receipts of its trade and that, if they were not, the 
payments on precepts from the second authority were 
not deductible. Macnaghten, J., upheld the General 
Commissioners’ negativing of both contentions. 

The Crown’s second contention was superficially 
attractive. 


WOMEN ENGAGED IN 


ACCOUNTANTS’ OFFICES 


We have been asked to publish the following letter, 
which has been sent by the Ministry of Labour and 
National Service to the Accountants’ Committee :— 

March 2, 1944. 

I am writing to let you know the effect, so far as 
the Accountancy profession is concerned, of a recent 
decision of the Government with regard to women 
i under the 
National Service Acts or the Registration for Employ- 
ment Order. 

The decision in question provides for the withdrawal 
of all such women, with the exception of certain 
specialised classes of office workers, namely, shorthand- 
typists, skilled office machine-operators and wages clerks. 
Our Local Offices will identify the women concerned 
and will send to the employers a letter pointing out 
that in view of the serious shortage of labour required 
to meet urgent needs in war work of high priority, the 
Government has decided that women born in 1923, 
who are employed in certain industries and professions 
(including Accountancy) shall be withdrawn from their 
employment and transferred to important work else- 
where if they are suitable. Employers are further being 
informed that representations from them against this 
decision cannot be considered. 

You will no doubt like to be made aware of this 
Government decision, which is to be put into effect 
forthwith. 


| 4 
= 
| = 
—| 


‘ACCOUNTANCY 


» April, 1044 


seat, Law Amendment Committee 


Summary of Minutes of Evidence—IV 


of the chief points in the oral and written evidence presented to the Company Law 
ommittee on its ninth sitting day, January 7, 1944, is in continuation of the 


ae maganm since riya eae sey Fong 


and March. Readers interested are 


advised to peruse the full Minutes of Evidence published by H.M. Stationery Office. 


The Law Soclety 

The first witnesses to be called on the Committee’s 
nintn sitting day were Sir Stanley Pott and Mr. L. E. 
Peppiatt, representing the Council of the Law Society. 
In its memorandum, the Law Society saw no need to 
recommend any sweeping changes in the Companies 
Act and gave its view that “ it would be a mistake to 
impose stringent restrictions upon tens of thousands of 
innocent transactions in order to strike at a very small 
number of objectionable ones.”” On the subject of 
nominee holdings, the Council found it impossible to 
devise provisions which would be effective in practice 
without imposing an unreasonable burden on companies 
in general and on individuals who have proper reasons 
for using nominees. If it were desirable that the names 


of the beneficial owners of all shares should be disclosed, 


the only practicable method, it was suggested, would 
be to provide that certain individuals—either members 
of the company or members of the public as might be 
thought best—should be enabled to set in motion a 
_ Board of Trade enquiry. Sir Edward Hodgson suggested 
- that a defect of this proposal was that the danger might 
have already been incurred before the enquiry started, 
and under examination Sir Stanley Pott saw no reason 
why the responsibility of ascertaining the beneficial 
ownership where a member gradually, or by any single 
area Mon ieetey say, 10 per cent. of the share- 
iding, should not be placed upon a company. 

Another suggestion made by the Council was that 
directors should be required to certify whether in their 
opinion the assets, other than goodwill, are of at least 
the value stated in the accounts. Sir Stanley 
that if the floating assets were overstated, the auditors 
would call attention to the fact, and that therefore the 
certificate would really relate to the realisable value 
of the fixed assets. Since this value would vary with 
the profits that were being earned, it would in practice 
be necessary to take goodwill into account. 

In the course of his evidence, Sir Stanley elaborated 
a suggestion that no person should be qualified for 
appointment as auditor of a sac company unless his 
name is included in a panel of auditors approved by the 
Board of Trade, such a panel “ to include the names of 
Fellows and Members of the Institute of Chartered 
Accountants, of the Society of Incorporated Accountants 
and Auditors, and of other recognised accountancy 
bodies.”” He made it clear that the proposal does not 
envisage a panel of individual names but that only 
persons should be eligible to be auditors who are members 
of bodies approved by the Board of Trade. 


Mr. Herbert Oppenheimer 
There was an interesting interlude during the evidence 


of Mr. Herbert Oppenheimer, who, asked about the — 


desirability of abolishing bearer shares, replied: ‘‘ Of 
course, we are getting towards that under 

conditions.”” This led the Chairman to retort: “ Yes, 
but we are legislating not for war-time but for peace. 
We do not anticipate that our report will be ready for 
some time.’’ Mr. Oppenheimer did not think that the 
abolition of bearer shares, a concomitant of the dis- 
closure (which he favoured) of the true beneficial owners 
of nominee holdings, would discourage foreign investors 


in this country. Asked by Mr. Wilkinson whether 
Continental clients took registered shares readily, Mr. 
Oppenheimer described a practice which was common, 
though he deprecated it. ‘‘ Hundreds of blocks of 
shares,”’ he said, “‘ are held for foreign investors in the 
names of partners of our firm in order that they may 
attend meetings on behalf of the foreign investors or 
collect the dividends here. . . . 
doubt that people like the Swiss Bank Corporation, to 
name only one, are registered, through their nominee 
company, in tens of thousands of cases for foreign in- 
vestors who hold English shares.” Questioned about 
his suggestion that every deal on a Stock Exchange 
which is directly or indirectly effected by or on behalf of 
a director of a company shall be marked as a director's 
sale or a director’s purchase, the witness contended 
that there should be no difficulty in seeing that all the 
intermediaries to the transaction were apprised of its 
special nature. 

The witness was questioned by Professor ‘Goodhart 
about what the Professor described as “ your very 
important suggestion” that if the directors have 
reasonable grounds for believing the company cannot 
pay its liabilities, they should be bound to call a meeting 
of creditors forthwith. Linked to this was the proposal 
that if the directors have reasonable ground for believing 
that 50 per cent. of the share capital has been lost, they 
must forthwith call a meeting of shareholders. At the 
Committee’s request, Mr. Oppenheimer submitted a 
copy of the Swiss law on this point; and when asked 
whether this type of safeguard had proved workable on 
the Continent, he replied: ‘“‘ Indeed, it has. Responsible 
directors are frightened of it.” 


General Council of Solicitors in Scotland | 

Like the other witnesses whose memoranda were 
considered on this day, the General Council of Solicitors 
in Scotland was in favour of consolidated balance sheets 
and consolidated profit and loss accounts, but it suggested 
that for this purpose it might be desirable to raise the 
present percentage in the definition of a subsidiary 
company. In evidence, Mr. R. F. Shepherd, W.S., 
urged that consolidated accounts might be very com- 
plicated if they had to include the figures of every com- 
pany in which the parent company had a 50 per cent. 
interest and that it might be better to raise the per- 
centage to 75. The Council considered that it should 
be in the discretion of the Court’ to decide whether an 
inspector should be appointed to investigate the affairs 
of a company, rather than that the decision should be 
in the hands of a Government Department. When Mr. 
Watson pointed out that this ran counter to the views 
of several other witnesses, Mr. Shepherd said: ‘‘ We 
prefer the open Court, where each side can be heard, 
to the Star Chamber.” 

Dealing with the Council’s opinion that proxies should 
not be restricted to members of the company except in 
the case of private companies, Colonel Mitchell asked 
if there were not a case for allowing a member of a private 
company to appoint a proxy to attend a meeting. 
The witness agreed that there might be no objection te 
appointing a relative as proxy, but he was averse to the 
professional 


man being brought in. 


I have not the slightest’ 
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The golden jubilee of Messrs. Keens, Shay, Keens 
and Co., Incorporated Accountants, was commemorated 
by a luncheon to the founder and senior partner, Sir 
Thomas Keens, D.L., F.S.A.A., at the Dorchester Hotel 
on March 1, given to him by his partners, over which 
Mr. Philip Keens presided. The company included the 
Right Hon. Ernest Brown, M.C., M.P., Chancellor of 
the Duchy of Lancaster ; the Mayor of Luton (Alderman 

. Burgo yne); Admiral Sir Lionel Halsey, G.C.M.G., 

C.V.O., MK CLE. C.B.; Lord Luke of Pavenham ; 
His Excellency Dr. L. Feierabend (Czecho-Slovak 
Minister of Finance) ; Mr. Richard A. Witty, F.S.A.A. 
(President of the Society of Incorporated Accountants), 
Lady Keens, Mr. J. C. Gambles, Sir William Prescott, 
Bart., Sir Charles Bartlett, Mr. A. A. Garrett, Secretary 
of the Society of Incorporated Accountants, Miss Vera 
Snelling, Mr. A. J. H. Shay, F.S.A.A., formerly a partner 
in Messrs. Keens, Shay, Keens and Co., Mr. A. T. Keens, 
Mr. A. Law, Mr. L. Jordan, Mr. T. L. Plewman, Mr. 
G. F. Foulston, and Mr. H. C. Gale (present partners), 
and Mrs. P. F. Keens, and members of the staff of the 
firm. P 
Mr. Archibald T. Keens, F.S.A.A., in proposing the 
toast of the founder of the firm, said that it gave him 
great pleasure to do so for many reasons. Sir Thomas 
had decided in his youth, after several years’ experience, 
that a Government office did not provide sufficient scope 
or variety to an ambitious man, and he had sacrificed 
security to practise what in those days was a. new 
profession. The firm to-day was far larger and had much 
greater scope than the most ambitious dreams of its 
founder 50 years ago. Sir Thomas had worked very 
hard indeed, and much of that work had been in addition 
to his profession. For many years he had been prominent 
in his Church, the Chamber of Commerce, and politics, 
and had taken a leading part in local affairs. He had 
always had an instinct for choosing the right staff, who 
had been encouraged to work out their own solutions to 
their problems with the minimum of supervision. 
Addressing Sir Thomas, he said: ‘‘ We congratulate 
you most heartily and rejoice with you most heartily, 
on the jubilee of your firm, and we rejoice still more that 


your health and strength do not seem to have been 


paired. It is our earnest desire that we shall continue 
to have your help and wisdom so that we can face the 
coming years with even greater confidence.” 

Mr. L. Jorpan, F.S.A.A., another partner, su 
the toast and said he hoped that when the Diamond 

ubilce was celebrated they would still have Sir Thomas 

eens as head of the firm. He would also like to refer 
to the interest which Lady Keens had always taken in 
the firm and the staff. 

Mr. Ricnarp A. Witty, F.S.A.A., President of the 
Society of Incorporated Accountants, paid a tribute 
to the great services Sir Thomas had rendered to the 
Society and to the accountancy profession. For fifty 
years he had continuously interested himself in the wel- 
fare of Incorporated Accountants. He had been President 
of the Society and had served on all the important 
Committees of the Council, of several of which he was 
chairman. Although it was nearly fifteen years since 
Sir Thomas was President, he continued to give them 
the benefit of his ripe wisdom. Some years ago he re- 
organised the work of the District Societies in a scheme 
the framework of which had since been adopted by other 
— bodies. During his presidency the Society 

acquired Incorporated pod seveamrery! Hall, and it 
was Sir Thomas who had had the honour of receiving 
-HLR.H. The Duke of York, now His Majesty the King 


Luncheon 20 Sir Thomas Keens 


when the Hall was opened. To Sir Thomas, to Lady 


Keens, and to his firm, Mr. Witty expressed the good 
wishes of the Society. 

Sir Thomas Keens to the toast. He said 
he could not fail to be moved at seeing that large and 
representative gathering, including the Right Hon: 
Ernest Brown, M.P., as well as the President of the 
Society of Incorporated Accountants, Mr. Witty, whose 
services to the profession would probably py a 
and many friends and colleagues. One of hi 
Mr. Alan Shay, was in the Near East, where he bees 
serving for more than four years. The staff was repre- 
sented, although 56 of them were in H.M. Forces. It was 
a source of great joy that his eldest son had so far 
recovered from his long illness that he had taken an 
active part in the arrangements and was able to be 
present. 

Fifty years ago he (Sir Thomas) left a sheltered 
occupation for the troublous waters of private practice. 
The firm had now ten partners and twelve offices, and 
the total complement of partners and staff was about 100. 
He had shared, and he hoped contributed to, the advance 
in status of the accountancy profession. It was his 
practice to encourage promising junior members of the 
staff by giving them the opportunity to serve articles, 
and for the senior members of the staff marked out for 
promotion to be offered partnerships. He could not 
have found time for public work without the goodwill 
and understanding of partners and staff, and particu- 
larly of his two sons. His wife had been a devoted 
companion for many years, and herself was an Alderman 
of Luton and a county magistrate and chairman of the 
children’s court. 

Many acquaintances begun on a purely business foot- 
ing had developed into close friendships which still 
continued. It had been a source of much pleasure to 
him to receive the presentation of his portrait in oils by 
Mr. Frank O. Salisbury, from the South of England Hat 
Manufacturers’ Association in 1942. 

Mr. Philip F. Keens, F.S.A.A., proposed the toast of 
“ Our Guests.” 

The Rt. Hon. Ernest Brown, Chancellor of the Duchy 
of Lancaster, said that it was often said that a man was 
known by the company he kept, though a small boy 


- had put the poser; “ If a bad man and a good man are 
together, is the good man bad or the bad man good ?” 


There could be no question whatever that the foundation 
of all success was character. Sir Thomas’s career was an 
example of the successful synthesis of private and public 
enterprise. After the war we in this country would have 
to work out the true factual synthesis between those 
two forms of enterprise. ‘‘ Do not spend your time,” 
he said, ‘“ decrying public institutions, and stand up 
firmly to those who are always trying to bespatter 
public men.”’ Sir Thomas had been a great public ser- 
vant who had shown great enterprise; and we would 


have to make quite sure that the spirit of individual 


enterprise would not be stifled in the future. 

Replies to the toast were also made by Mr. J. C. 
Gambles ; the Mayor of Luton (Alderman John Burgoyne) ; 
and Admiral Sir Lionel Halsey, G.C.M.G., G.C.V.O., 
K.C.1.E., C.B. Sir Lionel Halsey referred to the long 
and valuable services given by Sir Thomas to the 
Bedfordshire County Council, of which he.was and had 
been for many years the Chairman. His colleagues were 
frequently astonished at his lucidity in explaining 
financial problems, and Sir Lionel said Sir Thomas was 
one of the Sow man who could make clair the complice- 
tions of County finance. 
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_ Company Law Amendment Committee 


Summary of Minutes of Evidence—IV 


This summary of the chief points in the oral and written evidence presented to the Company Law 
Amendment Committee on its ninth sitting day, January 7, 1944, is in continuation of the 


series contained in our issues for December, February and March. 


Readers interested are 


erway DOLE are Peres, aE eermene Peaeiaes Sy TERE Stationery Office. 


The Law Soclety 
The first witnesses to be called on the Committee’s 
ninth sitting day were Sir Stanley Pott and Mr. L. E. 
Peppiatt, representing the Council of the Law Society. 
In its memorandum, the Law Society saw no need to 
recommend any sweeping changes in the Companies 
Act and gave its view that ‘“ it would be a mistake to 
impose stringent restrictions upon tens of thousands of 
innocent transactions in order to strike at a very small 
number of objectionable ones.”” On the subject of 
nominee holdings, the Council found it impossible to 
devise provisions which would be effective in practice 
without imposing an unreasonable burden on companies 
in general and on individuals who have proper reasons 
for using nominees. If it were desirable that the names 
of the beneficial owners of all shares should be disclosed, 
the only practicable method, it was suggested, would 
be to provide that certain individuals—either members 
of the company or members of the public as might be 
thought best—should be enabled to set in motion a 
_ Board of Trade enquiry. Sir Edward Hodgson suggested 
that a defect of this proposal was that the danger might 
have already been incurred before the enquiry started, 
and under examination Sir Stanley Pott saw no reason 
why the responsibility of ascertaining the beneficial 
ownership where a member gradually, or by any single 
urchase, acquired, say, 10 per cent. of the share- 
Iding, should not be placed upon a company. 
Another suggestion made by the Council was that 
directors should be required to certify whether in their 
opinion the assets, other than goodwill, are of at least 
the value stated in the accounts. Sir Stanley agreed 
that if the floating assets were overstated, the auditors 
would call attention to the fact, and that therefore the 
certificate would really relate to the realisable value 
of the fixed assets. Since this value would vary with 
the profits that were being earned, it would in practice 
be necessary to take goodwill into account. . 
In the course of his evidence, Sir Stanley elaborated 
a@ suggestion that no person should be qualified for 
appointment as auditor of a | pes company unless his 
name is included in a panel of auditors approved by the 
Board of Trade, such a panel “ to include the names of 
Fellows and Members of the Institute of Chartered 
Accountants, of the Society of Incorporated Accountants 
and Auditors, and of other recognised accountancy 
bodies.” He made it clear that the proposal does not 
envisage a panel of individual names but that only 
persons should be eligible to be auditors who are members 
of bodies approved by the Board of Trade. 


Mr. Herbert Oppenheimer 

There was an interesting interlude during the evidence 
of Mr. Herbert Oppen 
desirability of abolishing bearer shares, replied: ‘‘ Of 
course, we are getting towards that under present 
conditions.” This led the Chairman to retort: “ Yes, 
but we are legislating not for war-time but for peace. 
We do not anticipate that our report will be ready for 
some time.’’ Mr. Oppenheimer did not think that the 
abolition of bearer shares, a concomitant of the dis- 
closure (which he favoured) of the true beneficial owners 
of nominee holdings, would discourage foreign investors 


heimer, who, asked about the © 


in this country. Asked by Mr. Wilkinson whether 
Continental clients took registered shares readily, Mr. 
Oppenheimer described a practice which was co 
though he deprecated it. ‘‘ Hundreds of blocks of 
shares,”’ he said, “‘ are held for foreign investors in the 
names of partners of our firm in order that they may 
attend meetings on behalf of the foreign investors or 
collect the dividends here. . . . I have not the slightest 
doubt that people like the Swiss Bank Corporation, to 
name only one, are registered, through their nominee 
company, in tens of thousands of cases for foreign in- 
vestors who hold English shares.” Questioned about 
his suggestion that every deal on a Stock Exchange 
which is directly or indirectly effected by or on behalf of 
a director of a company shall be marked as a director’s 
sale or a director’s purchase, the witness contended 
that there should be no difficulty in seeing that all the 
intermediaries to the transaction were apprised of its 
special nature. 

The witness was questioned by Professor ‘Goodhart 
about what the Professor described as “ your very 
important suggestion” that if the directors have 
reasonable grounds for believing the company cannot 
pay its liabilities, they should be bound to call a meeting 
of creditors forthwith. Linked to this was the proposal 
that if the directors have reasonable ground for believing 
that 50 per cent. of the share capital has been lost, they 
must forthwith call a meeting of shareholders. At the 
Committee’s request, Mr. Oppenheimer submitted a 
copy of the Swiss law on this point; and when asked 
whether this type of safeguard had proved workable on 
the Continent, he replied: ‘‘ Indeed, it has. Responsible 
directors are frightened of it.” 


General Council of Solicitors in Scotland | 

Like the other witnesses whose memoranda were 
considered on this day, the General Council of Solicitors 
in Scotland was in favour of consolidated balance sheets 
and consolidated profit and loss accounts, but it suggested 
that for this purpose it might be desirable to raise the 
present percentage in the definition of a subsidiary 
company. In evidence, Mr. R. F. Shepherd, W.S., 
urged that consolidated accounts might be very com- 
plicated if they had to include the figures of every com- 
pany in which the parent company had a 50 per cent. 
interest and that it might be better to raise the per- 
centage to 75. The Council considered that it should 
be in the discretion of the Court to decide whether an 
inspector should be appointed to investigate the affairs 
of a company, rather than that the decision should be 
in the hands of a Government Department. When Mr. 
Watson pointed out that this ran counter to the views 
of several other witnesses, Mr. Shepherd said: “‘ We 
prefer the open Court, where each side can be heard, 
to the Star Chamber.” 

Dealing with the Council’s opinion that proxies should 
not be restricted to members of the company except in 
the case of private companies, Colonel Mitchell asked 
if there were not a case for allowing a member of a private 
company to appoint a proxy to attend a meeting. 
The witness agreed that there might be no objection te 
appointing a relative as proxy, but he was averse to the 
professional 


man being brought in. 
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The golden jubilee of Messrs. Keens, Shay, Keens 
and Co., Incorporated Accountants, was commemorated 
by a luncheon to the founder and senior partner, Sir 
Thomas Keens, D.L., F.S.A.A., at the Dorchester Hotel 
on March 1, given to him by his partners, over which 
Mr. Philip Keens presided. The company included the 
Right Hon. Ernest Brown, M.C., M.P., Chancellor of 
the Duchy of Lancaster ; the Mayor of Luton (Alderman 
. Burgoyne) ; Admiral Sir Lionel G.C.M.G., 
C.V.O., K.C.LE., C.B.; Lord Luke of Pavenham ; 
His Excellency Dr. as Feierabend (Czecho-Slovak 
Minister of Finance) ; Mr. Richard A. Witty, F.S.A.A. 


- (President of the Society of Incorporated Accountants), 


Lady Keens, Mr. J. C. Gambles, Sir William Prescott, 


_ Bart., Sir Charles Bartlett, Mr. A. A. Garrett, Secretary 


of the Society of Incorporated Accountants, Miss Vera 
Snelling, Mr. A. J. H. Shay, F.S.A.A., formerly a partner 
in Messrs. Keens, Shay, Keens and Co., Mr. A. T. Keens, 
Mr. A. Law, Mr. L. Jordan, Mr. T. L. Plewman, Mr. 
G. F. Foulston, and Mr. H. C. Gale (present partners), 
= P. F. Keens, and members of the staff of the 
Mr. Archibald T. Keens, F.S.A.A., in proposing the 
toast of the founder of the firm, said that it gave him 
op pleasure to do so for many reasons. Sir Thomas 
decided in his youth, after several years’ experience, 
that a Government office did not provide sufficient scope 
or variety to an ambitious man, and he had sacrificed 
security to practise what in those days was a. new 
profession. The firm to-day was far larger and had much 
greater scope than the most ambitious dreams of its 
founder 50 years ago. Sir Thomas had worked very 


hard indeed, and much of that work had been in addition 


to his profession. For many years he had been prominent 
in his Church, the Chamber of Commerce, and politics, 
and had taken a leading part in local affairs. He had 
always had an instinct for choosing the right staff, who 
had been encouraged to work out their own solutions to 
their problems with the minimum of supervision. 
Addressing Sir Thomas, he said: “‘ We congratulate 
you most heartily and rejoice with you most heartily, 
on the jubilee of your firm, and we rejoice still more that 
ese health and strength do not seem to have been 

paired. It is our earnest desire that we shall continue 
to have your help and wisdom so that we can face the 
coming years with even ter confidence.” 

Mr. L. JorDAN, F.S.A.A., another partner, supported 
the toast and said he hoped that when the Diamond 

ubilce was celebrated they would still have Sir Thomas 

eens as head of the firm. He would also like to refer 

to the interest which Lady Keens had always taken in 
the firm and the staff. 

Mr. Ricwarp A. Witty, F.S.A.A., President of the 
Society of Incorporated Accountants, paid a tribute 
to the great services Sir Thomas had rendered to the 
Society and to the accountancy profession. For fifty 
years he had continuously interested himself in the wel- 
fare of Incorporated Accountants. He had been President 
of the Society and had served on all the important 
Committees of the Council, of several of which he was 
chairman. Although it was nearly fifteen years since 
Sir Thomas was President, he continued to give them 
the benefit of his ripe wisdom. Some years ago he re- 
organised the work of the District Societies in a scheme 
the framework of which had since been adopted by other 
ES essional bodies. During his presidency the Society 

acquired Incorporated Accountants’ Hall, and it 
was Sir Thomas who had had the honour of receiving 
-HLRH. The Duke of York, now His Majesty the King 
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when the Hall was opened. To Sir Thomas, to Lady 
Keens, and to his firm, Mr. Witty expressed the good 
wishes of the Society. 

Sir Thomas Keens replied to the toast. He said 
he could not fail to be moved at seeing that large and 


representative gathering, including the Right Hon: 
Ernest Brown, M.P., as well as the President of the 
Society of Incorporated Accountants, Mr. Witty, whose 
services to the profession would probably sort ee 
and many friends and colleagues. One o 

Mr. Alan Shay, was in the Near East, where he been 
serving for more than four years. The staff was repre- 
sented, although 56 of them were in H.M. Forces. It was 
a source of great joy that his eldest son had so far 
recovered from his long illness that he had taken an 
active part in the arrangements and was able to be 

nt. 

Fifty years ago he (Sir Thomas) left a sheltered 
occupation for the troublous waters of private practice. 
The firm had now ten partners and twelve offices, and 
the total complement of partners and staff was about 100. 
He had shared, and he hoped contributed to, the advance 
in status of the accountancy profession. It was his 
practice to encourage promising junior members of the 
staff by giving them the opportunity to serve articles, 
and for the senior members of the staff marked out for 
promotion to be offered partnerships. He could not 
have found time for public work without the goodwill 
and understanding of partners and staff, and particu- 
larly of his two sons. His wife had been a devoted 
companion for many years, and herself was an Alderman 
of Luton and a county magistrate and chairman of the 
children’s court. 

Many acquaintances begun on a purely business foot- 
ing had developed into close friendships which still 
continued. It had been a source of much pleasure to 
him to receive the presentation of his portrait in oils by 
Mr. Frank O. Salisbury, from the South of England Hat 
Manufacturers’ Association in 1942. 

Mr. Philip F. Keens, F.S.A.A., proposed the toast of 
“ Our Guests.” 

The Rt. Hon. Ernest Brown, Chancellor of the Duchy 
of Lancaster, said that it was often said that a man was 
known by the company he kept, though a small boy 


. had put the poser: “ If a.bad man and a good man are 
together, is the good man bad or the bad man good?” 


There could be no question whatever that the foundation 
of all success was character. Sir Thomas’s career was an 
example of the successful synthesis of private and public 
enterprise. After the war we in this country would have 
to work out the true factual synthesis between those 
two forms of enterprise. ‘‘ Do not spend your time,” 
he said, ‘‘ decrying: public institutions, and stand up 
firmly to those who are always trying to bespatter 
public men.” Sir Thomas had been a great public ser- 
vant who had shown great enterprise; and we would 
have to make quite sure that the spirit of individual 
enterprise would not be stifled in the future. 

Replies to the toast were also made by Mr. J. C. 
Gambles ; the Mayor of Luton (Alderman John Burgoyne) ; 
and Admiral Sir Lionel Halsey, G.C.M.G., G.C.V.O., 
K.C.LE., C.B. Sir Lionel Halsey referred to the long 
and valuable services given by Sir Thomas to the 
Bedfordshire County Council, of which he.was and had 
been for many years the Chairman. His colleagues were 
frequently astonished at his lucidity in explaining 
financial problems, and Sir Lionel said Sir Thomas was 
one of the fow men who could make clair the complica- 
tions of County finance. 
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The Month 
Quiescent Markets 


eg a ~pp ED Paer  ea 
the past few months would suggest that there has 
been practically no discernible trend in security prices. 
In actual fact, however, the indices reveal that both 
equities and fixed interest stocks have been rising very 
gently since the end of last November, though there 
was a temporary drop 
were resumed. Consii all the other distractions 
of the season, apart from the Luftwaffe, this seems 
quite a satisfactory performance. The new savings 
campaign has now begun, tax payments are always at 
their peak in the first quarter of the year, and the 
of an Allied invasion of the Continent has 
added to the immediate uncertainties. The rise which 
has taken place in spite of these factors is no doubt 
mainly due to the continued pressure of money in a closed 
capital market, and the prospect of the Conversion 
Loan repayment will be another influence in the same 
direction. Prices for both equities and fixed interest 
stocks are still below their peaks for 1943, and it will 
be interesting to see whether any feelings of uncertainty 
about conditions after the war will be strong enough to 
prevent them from regaining those levels. 


Railway Speeches 

All the four main line railways have now held their 
annual meetings, and a feature of each one has been the 
passing of resolutions by stockholders calling for a revision 
of the rental agreement. The chances of such a revision 
taking place seem, unfortunately, so small as to be almost 
negligible, and it was noticeable that the railway chair- 
men were not unanimous about the desirability of such 
a course. The L.M.S. and L.N.E.R. chairmen a 
to be tacitly in sympathy with the stockholders’ point 
of view, and both referred to the inadequate protection 
afforded by the agreement for abnormal wear and tear. 
The Deputy Chairman of the G.W.R., however, roundly 
declared that any approach to the Government for a 
revision of the rental agreement would be ‘‘ premature.” 
On the matter of expediency, he pointed out that the 
agreement protected stockholders against a decrease in 

, and that there were critical times ahead. On 

the question of principle he held that railway earnings 
were due to artificial wartime conditions produced by 
the measures taken by the Government in the national 
interest. It is, of course, quite true that the war is 
_ entirely responsible for the increase in railway earnings, 
but it is equally true of all other companies whose 
services are needed for the war effort. Yet the railway 
companies suffer a greater limitation of fits than 
many other companies in war industries. It is hard to 
see, for instance, why they should not simply be subject 
to E.P.T. in the same way as other war industries. 
would presumably qualify for a ‘ substituted ” 
standard, which probably would be much more favour- 
able than their rental revenue, and they would also 
benefit from a post-war refund. 
Powell Duffryn Scheme 

Much discussion on the position of preference share- 
holders in the event of liquidation has arisen out of 
the Powell Duffryn capital reorganisation scheme, which 
has. now been completed. The quite justifiable object 
of the scheme was to simplify the undertaking by 
merging the three companies in the group into one 
unit. This involved, however, the elimination of the 
re ge issues of Powell-Duffryn Steam Coal and 

elsh Associated Collieries, and holders were offered 


when air attacks on London 


April, 1944 
in the City 
the alternatives of repayment at par or conversion into 
ordinary shares on reasonably satisfactory terms. Nearly 
three-quarters of the preference shareholders have 
accepted the latter option—but not without criticism. 
Some were unwilling or unable to convert into ordinary 
shares, and the alternative of repayment at par involved 
the loss of the premium at which the shares were stand- 
ing prior to the announcement of the scheme. Assuming 
that the reorganisation was necessary, what the company 
should have offered, according to the critics, was re- 
payment at an appropriate premium or conversion into 
a new issue of preference shares. In judging this dispute, 
which has raised a sufficiently im t issue to be 
commended to the attention of the Cohen Committee, 
it must be remembered that shareholders have received 
everything to which they are legally entitled. If there 
are grounds for complaint it must be on the argument 
that the company has ag, tn legitimate 
tions. It has been claimed, for instance, that the machi- 
nery of liquidation is inappropriate where the intention 
is actually to continue the business in another form. 
It is difficult to find any legal or practical support for 
this argument, and it is hard to see what shareholders 
could legitimately expect beyond what was provided 
for them in the Articles of Association, of which they 
must be presumed to have been cognisant when pur- 
ing the shares. There is obviously, however, room 
for considerable difference of view about what constitutes 
“legitimate expectations’ in a case of this sort. It 
is a matter of opinion whether justice should have been 
tempered with mercy in this instance, but at any rate 
there oo been no abuse of preference shareholders’ 
legal If these legal rights are inadequate, the 
Cohen ittee will hare the opportunity of recom- 
mending a change in the law. 


Unpublished Accounts ; 
The fact that certain groups of public utility com- 
panies are not allowed to publish accounts remains a 
serious deprivation to the stockholder. It is difficult 
to believe that publication nowadays could give theenemy 
any material information about the effect of air raids, 
but now that these have been resumed it is equally 
impossible to state categorically that disclosure is. 
desirable. At all events, there have been two out- 
standing cases recently where ignorance has been very 
far from bliss. At the last meeting of Commercial Gas, 
for instance, the chairman felt constrained to lift the 
veil a little on account of the company’s serious position. 
He explained that as a result of th the 1940 evacuations 


from East London, the company has not even been 


able to earn the interest on its debentures, though it 
has continued to pay. It has only been enabled to 
carry on with the help of loans from the Ministry of 
Fuel and Power. These disclosures naturally caused 
a sharp fall in the prices of the company’s stocks. An 
example of rather a different nature comes from 
Manchester Ship Canal. Here, shareholders who had 
had an opportunity to inspect the company’s accounts 
were critical of the Board’s decision not to increase 
dividends. The company is liable to a “ substituted ” 
E.P.T. standard, which has yet to be fixed, and any 
judgment as to whether or not directorial was 
over-cautious must depend on facts which are not 
available to the public at large. Shareholders, however, 
should remember that they have the right to inspect 
the accounts, even where publication is not allowed, 
and in the case of Manchester Ship 


have a statutory right to inspect the books. 


Canal they also 
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Tax-Free Dividends 
The payment of dividends free of income tax is often 
a cause of confusion. During the period when the 
standard rate of tax was being increased in progressive 
stages, the few companies still adhering to this method 
of payment found it necessary in many cases to reduce 
their nominal rates of dividend in order to keep their 
disbursements at an.approximately unchanged 
level. Almost invariably the announcement of a reduc- 
tion was accompanied by a fall in the price of the shares, 
simply because it was not appreciated that the gross 
equivalent rate had been maintained. The failure of the 
ordinary investor to recognise the point involved is, 
perhaps, not to be wondered at, having regard to the 
statements that are sometimes made by company 
chairmen. For instance, in his statement attached to 
the .accounts of Joseph Nathan & Co., the chairman 
says : ‘‘ The profit and loss account shows little change 
on last year ; this must always be the case whilst E.P.T. 
is 100 per cent. and we are earning our standard profits.” 
This comment would seem to be justified, seeing that the 
latest net profit of £81,902 (ignoring proceeds of 
£2,396 on liquidation of a subsidiary) compares with 
£82,942 returned a year ago. But the ordinary dividend 
of 10 per cent., which is shown to need £7,963, as last time, 
is on this occasion to be paid free of income tax, instead 
of less tax. In other words, this year’s ordinary divi- 
dend provision is a net amount, whereas last year’s was a 
gross amount. To allow for this change the net profit now 


Office Organisation and Practice. (British Stan- 
dards Institution, London. Price 2s. 6d. net.) 
The British Standards Institution is to be commended 
upon the publication of a useful booklet on Office 
Organisation and Practice. Its sub-title, “Office Aid 
to the Factory,’’ indicates its main function. The book- 
let attempts a difficult task ; since neither humans nor 


offices are standard, it is hardly possible to lay down | 
precise rules, and the authors would doubtless agree 


that considerable flexibility must be introduced. For 
instance, an organisation chart which is theoretically 
perfect may need considerable adjustment in order to 
fit personalities. The book succeeds in a remarkable 
degree in extracting from a maze of different methods 
a broad outline and much useful detailed advice on the 
art of office management. 

As the suggestions are mainly intended for industry, 
it is wisely indicated at the commencement that in 
manufacturing enterprise the primary function is 


production, and clerical work is an essential factor in 


efficiency but, nevertheless, a secondary function. 

_ The booklet describes the methods applicable to a 
manufacturing company with an office staff of 20 to 
100. It maintains a balanced consideration for the rival 

of the works and office, There is useful inform- 
ation on the planning of office work, the design of forms, 
and the various mechanical aids. Some office managers 
might wish for ter detail, but there will be few who 
do not find some useful tip or some new angle of approach 
to a familiar problem. 
An important postulate in the scheme is the appoint- 


ACCOUNTANCY. 


Points from Published Accounts 


Publication 


returned would have to be written up appreciably before 
it could truly be compared with the 1941-42 profit. With 
net interests in subsidiaries accounting for £518,737 of 
a balance-sheet total of £1,452,924, it is useful that a con- 
solidated balance-sheet is presented. This shows that, 
while no intangible assets appear in the parent com- 
pany’s accounts, goodwill, trade marks, patents, and 
development accounts are given a value of £145,631 for 
the group as a whole. 


Bovril . ‘ 

An improved set of accounts is submitted by Bovril. 
A year ago the ing profit, including investment 
income, was shown at £310,109, after making provision 
for “‘ taxation, including Excess Profits Tax.’’ This time 
it is displayed subject to a “ provision for taxation ” 
amounting to £395,429; it is not stated whether this 
includes E.P.T., but judging from its relative size, it 
does. Unfortunately, comparative figures are omitted 
from the profit and loss account, so it is not possible to 
say how the new trading profit of {582,282 compares 
with the 1942 result. Comparative figures have been 
retained in the balance-sheet, where the provision for 
taxation, though not divided into provisign for accrued 
liability and reserve for future liability, is now stated 
before offsetting the holding of tax reserve certificates. 
These are included among current assets at £301,100. 
A notable feature is that goodwill and trade marks 
appear at {2,414,323, accounting for 42 per cent. of the 
assets 


ment of an office manager who is the link with the 
management in respect of office administration. His 
responsibility on the one hand is to organise the securing, 
arranging and presentation of information required by 
the management, and, on the other, to control and 
direct heads of sections and office personnel generally. 
Emphasis is placed upon co-ordination between the 
groups in the scheme and between the office and the 
factory. Equally important is control, which consists 
in giving instructions and seeing that they are carried 
out. 
_ Useful advice is afforded on the subject of 
and training. We conceive that the application of 
some of the suggestions in relation to personnel may 
t considerable difficulties in practice; but the 

importance of human relations in the office is appre- 
ciated. Training, it is pointed out, does not mean 
permitting a clerk to pick up by observation the methods 
used by others, but calls for suitable employees who 
have the capacity to instruct being allocated for training 
duties. We agree with the view that good supervisors 
are not necessarily good teachers. It is recommended 
there shall be a reserve squad of clerks with versatile 
aptitudes available to meet tem absence from 
sickness or other causes, and to assist sections at peak 
times. Under present circumstances, when clerical 
assistance is so short, this is counsel of perfection ; and 
there is the further difficulty of providing continuous 
interest to unattached people. 

In general, this booklet is a useful help to any office 
manager with experience of his subject, but should not 
Se ee ee, | Pee 
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Legal 


In Kanssen v. Rialto (West End), Lid. (60 T.L.R. 182) 
K. and C. were the first directors of a company; on 
appointment they had taken a transfer of one share 
each—the only shares then issued. Whilst there were 
no de jure directors of the company (because an annual 

ing which should have been held had not been 


meeting 
held), C. and S., two de facto directors who had pre-- 


viously purported to terminate K.’s directorship, pur- 
ported to appoint M. a director and to allot shares to 
him. S. also purported to transfer shares to him. 
M. had no notice and was unaware of the fact that 
C. and S. were not de jure directors; he bona fide 
believed that they were, and though he knew that 
K. claimed to be a director and contended that S. was 
not one, yet did not find out the true state of affairs 
from K., but relied on information that K.’s contentions 
were wrong. Even had M. made all reasonable enquiries, 


he could not have ascertained that C. and S. were not © 


de jure directors. K. brought an action for certain 
Sadnaaticnn and injunctions. Cohen, J., held: (1) that 
only K. and C. in respect of one share each and M. in 
Se ee ee ees 
transferred to him co oe y be on the register ; 
. could rel tion 143 of the Companies 
1928, which provides that the acts of « director 
er shall be valid notwithstanding any defect 
p Bryn m ‘gbereaiile be discovered in his appointment 
pe yoo cation, and on Article 88, Table A, in Schedule 
1 of the Act, which provides that all acts done by any 
meeting of the directors, or by any person acting as 
a director, shall, notwithstanding that it be afterwards 
discovered that there was some defect in the appoint- 
ment of any such director or person acting, or that 
any of them was disqualified, be as valid as if every 
such person had been duly appointed and was qualified 
to be a director ; (3) that M. was not a director because 
the provisions of the Companies Act did not remove 
any difficulty there might be in the appointment of 
directors; (4) that M. was entitled to all the shares 
allotted and transferred to him, because at the relevant 


t 
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constitute a breach of the statutory contract constituted 
by Section 20 of the 1929 Act for which the plaintiff 
could recover damages against the company, but that 
he would be entitled to recover through the company 
_any damage he had suffered as a member of it. 


EXECUTORSHIP LAW AND TRUSTS 


Will—Construction—Inaccuvate description—Legacy of 
“* war bonds." 

The importance of accurate description of a gift of 
property by a testator was illustrated in Re Gifford, 
Deceased (60 T.L.R. 202). By her will, made in 1938, 
G. directed her trustees to pay the income derived from 
her ‘‘ War Bonds ”’ to H. during her life and afterwards 
to H.’s children. G. possessed no War Bonds at the 
date of her will. In 1920 she had purchased {£600 
5 per cent. National War Bonds. were first 
converted into Treasury Bonds and later, in 1928, 


ACCOUNTANCY 


Notes 


into {£740 Consolidated Inscribed Stock. After the 
date of her will G. purchased 500 National Savings 
Certificates and {200 Defence Bonds. She 
all these securities at the date of her death and the 
trustees took out a summons to determine whether 
any or all of them were held in trust for H. and her 
children under the gift of ‘‘ War Bonds.” Simonds, J., 
said that G. had made several mistakes in describing 
her property in her will. He would follow the decision 
of Eve, J., in Re Price (1932, 2 Ch. 54), when he held 
that a gift of ‘“‘ my £400 5 per cent. War Loan” 
two sums of Conversion Stock and Treasury 
which the testatrix had acquired before the 
date of js oe Therefore, even if it involved 
poe ce ona a false description still 
a ann eee. J., had carried it, he held that the 
Consolidated Stock passed under the gift. But there 
was no ground for holding that the testatrix mis- 
described in her will what she did not then possess. 
Therefore, the National Savings Certificates and Defence 
Bonds did not pass under the gift. The principle which 


was applied was that embodied in Section of the’ 


Wills Act, namely, that if, on consideration of the 
relevant parts of a will, the testator clearly intended to 
pass something which can be determined, then the gift 
wrongly described will not be invalidated by the fact 
that the testator has wrongly described that gift. 


INSOLVENCY 
Bankruptcy—A fter-acquired property vesting in trustee of 
second bankruptcy—Order-at criminal trial. 

It is sometimes wrongly stated that a bankrupt’s 
after-acquired property does not vest in the trustee until 
he intervenes and claims it. That such a view is mistaken 
and that, on the contrary, after-acquired property 
vests automatically and immediately in the trustee was 
forcibly illustrated by the finding of Morton and Cohen, 
JJ., in the Chancery Divisional Court, since confirmed by 
the Court of Appeal, in Re John Pascoe, A Bankrupt 
(1944, 1All E.R., 70 and 281). In August, 1920, 
J. P. was adjudicated bankrupt. At no time did he secure 
his discharge. In March, 1942, J. P. handed to B. 
£2,000 with instructions that, if anything should happen 
to J. P., B. was to pay the money to J. P.’s wife. In 
April, 1942, B. handed the sum of £1,981 (the amount 
remaining of the £2,000) to the police. On August 26, 
1942, J. P. was convicted of certain criminal offences at 
Northumberland Assizes, when Cassels, J., ordeted that 
£1,581 out of the £1,981 should be paid to the North- 
umberland County Council towards the costs of the 
prosecution. On August 31, 1942, before the money had 
been paid over to the Council, the trustee appointed in 
the 1920 bankruptcy proceedings claimed the money on 
behalf of the general body of creditors. The money was, 
however, paid to the Council in compliance with the 
order of Cassels, J. On November 24, 1942, a second 
bankruptcy petition was presented against J. P. and 
the trustee in the second bankruptcy asked the court to 
order payment to him of the £1,581. He urged that this 
sum was vested in him by virtue of the Bankruptcy Act, 
1914, Section 39, as amended by the 
Amendment Act, 1926, Section 3. The Council contended 
(1) that the trustee in the first bankruptcy had no 
property in the £1,581 until he claimed it on August 31, 
1942; (2) that the order of August 26, 1942, divested 
J. P. of the ownership of the money and vested it in the 
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Council and that the order was an order of the High 
Court which_had not been set aside or reversed on appeal 
pag ep se preg epee wy (oat momar 

trustee in the second bankruptcy began the 
ceedings in the county court, whea Judge zefused his 
application and upheld the Council’s contentions. But 
coe, Renee neers, aoe when the Court held 

(1) When J. P. acquired the £1,581, it became 
Vedbird Sa tha trestign Su: tan thaue nate ti vidoe at 
the Bankruptcy Act, 1914, Section 38. The disposition 
of the money by J. P. to B. and eventually to the police 
was not a transaction within the Bankruptcy Act, 1914, 
Section 47 (1), and, therefore, the property remained in 
the trustee. (2) Since the trustee in the first bankruptcy 
was not a party to the criminal ings which 
culminated in the order of August 26, 1942, and the order 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which most concern the accountant. The 
forty-ninth instalment is given below. The summaries are 
not intended to be exhaustive, but only to give the main 
content of an Act or Order, the full text of which should be 
consulted if details ave required. 


ACTS 


Income Tax (Offices and Employments) Act, 1944. 
(See page 138 of this seus.) 


ORDERS 


EXCESS PROFITS TAX 
No. 1711 (1943). Relief from Double Excess Profits Tax 
(Northern Rhodesia) Declaration, 1943. 
Where profits are subject to excess profits tax both in 
. Northern Rhodesia and in the United Kingdom, relief is 
to be given in each territory on a proportionate basis. 
(See Accountancy, November, 1943, page 39.} 


EXPORTS 


No. 1717 (1943). Export of Goods (Control) (No. 10) 
Order, 1943. 
Previous Export Control Orders are revoked and 
superseded. 
(See Accountancy, January, 1944, page 79.) 


FINANCE 
No. 129 (1944). Defence (Finance) (Dejinition of Sterling 
Area) Order, 1944. 

_ A new definition is given of the sterling area, excluding 
French territories which were previously included. 

No. 130 (1944). Regulation of Payments (Consolidation) 

_ Order, 1944. 

Previous Regulation of Payments Orders are revoked 
and their 
territories and Syria and the Lebanon are included in the 
scope of the Order, the prescribed manners of payments 
for exports being in the currency of any of the territories 
or in sterling obtained from an account of a person 
resident in any of them. 

(See Accountancy, February, 1944, page 99.) 


INCOME TAX 
No. 251 (1944). Income Tax (Employments) por 
tions, 1944. 


(See page 134 of this issue.) 


provisions consolidated. French overseas. 
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of the High Court was not a judgment i vem, that order 


did not the ownership of the money. (3) The 
1,581 was pi acguired by the bankrupt after his 
adjudication in bankruptcy which not been 


distributed among his creditors; therefore, by virtue 


of the Bankruptcy Act, 1914, Section 39 (2), as amended 
7 Oe See (Amendment) Act, 1926, Section 3, 
the property vested in the trustee in the second bank- 


thant ten aiilen od tes 
correct statement of the law 


ruptcy. 
The Court of A: 
Divisional Court. 


is that under Section 47 of the Bankruptcy Act, 1914, 
after-acquired property vests in the trustee. But, as 
against third parties with whom the bankrupt had 
entered into transactions, these transactions are valid 
unless the trustee has intervened. 


Acts and Orders 


LIMITATION OF SUPPLIES © 


No. 60 (1944). Limitation of Supplies (Miscellaneous) 
(No. 22) Order, 1944. 

For the six months ending July 31, 1944, the control of 
goods in class 9c (cutlery, etc.) is continued unchanged, 
while the quotas for classes 9b (lighting fittings) and 12 
(photographic goods) are raised to 124 per cent. The 
quota for class 13 (toys and indoor games) is also 12} 
per cent., but the values of certain items are to be 
reduced or increased for quota purposes. 

No. 57 (1944). Containers and Straps (No. 2) Order, 1944. 

The quota for containers and straps remains at 5 per 
cent. for the six months ending July 31, 1944. Some 
amendments are made in the provisions relating to 
supplies for Government Departments or for export ; 
registered persons may supply school satchels of a 
prescribed specification without restriction, and detailed 
specifications are given of other types of bags that are 
permitted. 

No. 58 (1944). Floor Coverings (Control of Manufacture 
and Supply) (No. 2) Order, 1944. 

The control of floor coverings by licence is continued 
with some amendments. The previous Order (No. 1454 
of 1942) is superseded. 

(See AccounTANCY, February, 1944, page 99.) 


PRICES OF GOODS AND SERVICES 
No. 1651 (1943). Storage (Maximum Charges) Order, 
1943. 


Two Orders of 1942 (Nos. 837 and 1202) are consoli- 
dated. Maximum charges are prescribed for the storage 
of furniture and household and office effects, and a 
provision is now added to control charges for handling 
and overhauling goods stored. 

No. 16 (1944). Linoleum and Floorcloth (Maximum 
Prices and Charges) Order, 1944. 

Maximum prices are laid down for manufacturers, 
wholesalers and retailers of (a) all kinds of linoleum made 
and sold on a backing of jute, including cork carpet, 
ribbed and cork and linoleum mats and carpets, 
and (b) substitute linoleum. Hire purchase and laying 
charges are also controlled. 

No. 20 (1944). Laundry (Maximum cso Oo. met 

This is a consolidating Order 
now conten even te Ateieced dates weliaie. aud 
Northern Ireland, by means of a schedule oe 
permitted percentage increase over August, 
charges for each area. 

(See Accountancy, December, 1943, page 59.) 
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TRADING WITH THE ENEMY 
Nos. 24 and 138 (1944). Trading with the Enemy (Speci- 
fied Persons) (Amendment) Orders, 1944, Nos. 1 and 2. 
. Further amendments are made in the list of those 
with whom dealings are prohibited. 
(See Accountancy, February, 1944, page 99.) 
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WAR DAMAGE 
No. 180 (1944). War Damage (Business Scheme) 
(Premium) Order, 1944. 

The premium on business scheme for the six 
months ending September 30, 1944, is to be at the rate 
of } per cent., with a minimum of 5s. 

(See Accountancy, November, 1943, page 39.) 


Society Of Incorporated Accountants 


EXAMINATIONS 


The next examinations of the Society will be held on 
August 2, 3 and 4, 1944. Applications must be submitted 
not later than Tuesday, May 23. 


DISTRICT SOCIETIESAND BRANCHES 


SCOTTISH BRANCH 


(Scottish Institute of Accountants) 
Annual Report 


MEMBERSHIP 

The membership of the branch shows little change, as losses 
by members on war service, and on work of national im 
ance furth of Scotland, have been balanced by the trans 
other members to similar work in Scotland. 

The Council rt, with regret, the deaths of Mr. Edward 
Hall Wight, F.S.A.A., Glasgow, Member of Council; Mr. 
A. G, G.. Barclay, FS.A.A. Coatbridge, and Mr. Robert 
Armit, A.S.A.A., ermline. 

STUDENTS’ SOCIETY 
The Hon. Secretary of the Glasgow Students’ Society 
. Hawthorne Paterson, F.S.A.A.), reports that it has not 
found practicable to hold any meetings during the year. 
The Secretary of the branch keeps in touch with all new 
candidates as far as possible, and advises and assists them 


when required. 
EXAMINATIONS 


The examinations of the Society were held in July and 
December. War conditions again affected the number sitting 
in Scotland. Of seven candidates, four passed and three 
failed. Examinations were also held for candidates who were 
in Prisoners of War Camps. 

THE FUTURE OF THE ACCOUNTANCY PROFESSION 

Perhaps the most significant movement during last year was 
the awakened interest in the future of the profession. In 
recent years, the profession had moved far from the early 


conceptions of bankruptcy and auditing being the chief _ 


functions of a professional accountant. A much wider field 


had opened up and would probably still further expand, as , 
qualified accountants in increasing numbers are finding 
openings in industry and commerce. This feature is receiving: 


greater consideration by the leading professional bodies, as 
well as the education of candidates, and the co-ordination of 
the profession as a whole, which is long overdue. One of the 
objects for which the Scottish Institute of Accountants was 
formed sixty-five years ago was the co-ordination and regis- 
tration of Scottish accountancy. 
BENEVOLENT FUND 
The Council have again to report generous grants by the 
Trustees of the Benevolent Fund to the widows of two 
members of the Scottish branch, and also in the case of a 
ung married member whose health had broken down. 
These grants have been greatly appreciated. The Scottish 
Council again commends the Benevolent Fund as deserving 
the fullest support of the Scottish members. 
NEWCASTLE ~ 
Mr. A. J. aoe F.S.A.A., Sunderland, has been elected 
President of the Newcastle-upon-Tyne and District Society. 


REMOVAL 
Messrs, W. H. Payne & Co., Incorporated Accountants, 
announce that they have removed their offices from 3 Lloyds 
Avenue and elsewhere, and that their only address is now 
7 Victoria Street, London, S.W.1. 


PERSONAL NOTES 


Mr. J. A. MacKerrell, F.S.A.A., who has been secretary 
of the Institute of Municipal Treasurers and Accountants 
since 1936, has been a os secretary of the Incorporated 
Association of Electric Power Companies. 

Messrs. Buzzacott, Lillywhite & Co., Incorporated 
Accountants, announce that they have opened consulting 
chambers at ‘Copthall House, Copthall Avenue, London, E.C. 
The telephone number is Clerkenwell 6150. They are 
maintaining their emergency addresses at Radlett and Epsom 
for the present. 

Messrs. Blinkhorn, Lyon & Co., Incorporated Accountants, 
Bank Chambers, Leadenhall Street, London, E.C., advise that 
Mr. H. F. Thompson has retired from the firm. Mr. Thompson 
will, in future, practise at 46 and 47 Chancery Lane, London, 
W.C.2, under the style of H. F. Thompson & Co., 
Incorporated Accountants. 

Mr. E. T. Brown, F.S.A.A., practising under the style of 
E. T. Brown & Co., at Gresham Chambers, Lichfield Street, 
Wolverhampton, and elsewhere, has taken his son, Mr. F. T. 
Brown, A.S.A.A., into partnership. The firm name will be 
unchanged. 

Messrs. Temple, Gothard*& Co., Incorporated Accountants, 
7-8, Norfolk Street, W.C.2, have pleasure i in announcing that 
Mr. W. G. Adams, A.S.A.A., who has been a member of the 
staff for the past 16 years, has been admitted into partnership. 
The style of the firm will remain unaltered. 


OBITUARY 


RODGER SMITH 
We regret to announce the sudden death on February 15 


of Mr. Rodger Smith, F.S.A.A., at the age of 59. Mr. Smith- 


served his articles with the late Mr. E. J. Bullough, F.S.A.A., 
and became a member of the Society of Incorporated Account- 
ants in 1910. He had been in public practice in Blackburn and 
Preston ‘for over thirty years. Since 1919 he had been one of 
the elective auditors of the Corporation of Blackburn. He = 
keenly interested in fishing and golf, and for man ey Hecey 

honorary treasurer of Pleasington Golf Club. The funeral code 


place at St. Mary’s Church, Mellor, Blackburn, on Feb 


18. The practice is being continued as Rodger Smith and Co., 
the partners being Mr. E, Smith, A.A.S.A., Mr. J. M. Smith 
and Mr. William Darbyshire, all of whom have been with the 
late Mr. Rodger Smith. 


OWEN JOSEPH BELTON 
te record the death on February 28 of Mr. O. J. 
sie? S.A.A., of Dundalk, Eire. Mr. Belton was articled 
to Mr. Hugh Boyd, F.S.A.A., and had been in public practice 
in Dundalk since shortly after his election to membership of 
the Society of Incorporated Accountants in 1926. 


———= — 
SITUATION VACANT 


HIEF CLERK, man or woman, with secretarial and 
administrative experience, required by the Central 
Council for Health Education. _ Accounti 


an advantage. Commencing salary {600 a year. The appoint- 


ment will be temporary, but subject to reconsideration at 
the termination of hostilities. Applications, with full particu- 
lars of experience and two recent testimonials, should reach 
the and Medical Adviser, The Central Council for 
Health Education, Tavistock House, Tavistock Square, 
London, W.C.1, by Monday, April 10. 
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